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Honorable  Jesse  M.  Unruh 
Speaker  of  the  Assembly,  and 

Honorable  Members  of  the  Assembly 
State  Capitol 
Sacramento,  California 

Gentlemen: 

The  Assembly  Interim  Committee  on  Social  Welfare  submits  herewith 
its  report  to  the  Legislature  on  1965-57  Interim  studies.   This 
report  is  devoted  to  the  following  subject: 

Protective  Services  for  Children 


The  attached  report  presents  a  brief  review  of  each  problem  and 
sets  forth  the  general  conclusions  and  recommendations  of  the 
Committee  for  the  legislation  which  seems  indicated.   These  con- 
clusions and  recommendations  are  the  result  of  public  hearings 
and  additional  research  conducted  during  the  interim  period. 

Respectfully  submitted 
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PROTECTIVE  SERVICES  FOR  CHILOREN 


Today  we  see  that  opportunity  for  the  full 
development  of  each  child's  personality  is 
not  only  a  test  of  democracy,  but  also  is  the 
most  important  means  we  have  for  its 
preservation  and  further  development.  This 
can  be  accomplished  only  through  a 
personal  dedication  on  the  part  of  all  citizens 
and  an  outpouring  of  personal  and  material 
resources  for  advancing  our  understanding  of 
and  service  to  children,  beyond  anything 
hitherto  achieved  in  any  country.  In  such  a 
mobilization  there  must  be  the  fullest 
possible  utilization  of  all  existing  resources, 
both  public  and  private,  far  greater 
development  than  we  now  have  of  citizen 
responsibility  and  citizen  participation, 
and  cooperative  planning  of  a  high  order  for 
the  extension  of  such  services  and  programs 
as  may  be  required  to  assure  every  child 
his  fair  chance  in  the  world.* 


'  Lenroot,  Katharine,   The  Social   Welfare  Forum 
(National  Conference  of  Social  Work,  1950),  pp.  187,  8. 


INTRODUCTION 


This  report  grows  out  of  a  public  hearing  held  on  August  13,  1965  by 
the  Assembly  Interim  Committee  on  Social  Welfare  on  the  topic  of  child 
protective  services.  Since  that  time,  the  Committee  staff  has  been  engaged 
in  further  research  on  the  points  raised  during  the  hearing.  This  report 
is  an  attempt  to  bring  together  the  facts  and  issues  revealed  at  the  hear- 
ing, the  problems  according  to  the  current  hterature  in  the  field,  and  the 
conclusions  of  the  Committee. 

For  additional  information,  the  interested  reader  is  referred  to  the  bib- 
liography at  the  end  of  this  report  and  to  the  full  hearing  transcript, 
which  is  available  at  the  Committee  office. 

This  report  is  organized  into  two  major  sections.  Part  I  is  concerned 
with  demonstrating  the  need  for  child  protective  services.  It  discusses 
the  incidence  of  child  neglect  and  abuse,  the  differences  between  neglect 
and  abuse,  and  the  characteristics  of  parents  who  mistreat  their  children. 

Part  II  defines  protective  services,  examines  the  legal  rights  of  parents 
and  children,  and  gives  the  Committee's  findings  and  recommendations 
for  legislative  action.  No  attempt  is  made  to  give  a  detailed  administrative 
blueprint,  rather  the  provision  of  broad  policy  guidelines  is  the  major 
objective  of  this  report.  Actual  examples  of  child  neglect  and  abuse  are 
used  to  demonstrate  the  reality,  urgency  and  complexity  of  the  problems 
which  a  protective  services  program  is  designed  to  solve. 

The  twenty  witnesses,  representing  a  variety  of  specialties,  who  appeared 
before  the  Committee  all  strongly  and  urgently  supported  legislation  in 
the  protective  field.  The  studies  which  have  been  made,  including  that 
of  the  California  State  Social  Welfare  Board  and  the  recommendations 
in  CAL-FLEX,  unanimously  point  out  the  need  and  justification  for  a 
statewide  child  protective  service  program. 
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PART  I:  THE  CHILD  IN  NEED  OF  PROTECTION 


/ 


Real  life  horror  .  .  .  young  girl  after  mistreatment 


The  Child  in  need  ol  Protection 


Two  small  children  quarrel  fretfully  in  a  filthy  room, 
while  their  baby  brother  lies  wet  and  listless  on  a 
bare,  stained  mattress.  Their  older  sister  comes  in 
carrying  a  bag  of  potato  chips  and  for  a  few  mo- 
ments, there  is  the  noise  of  children  arguing  over 
food.  Their  mother  will  not  be  home  until  the  early 
hours  of  the  morning  and  when  she  comes,  she  is 
likely  to  be  drunk.  Their  father  is  a  stranger  to  them. 
They  lived  a  cold,  lonely,  uncertain  existence. 

In  another  neighborhood,  a  six  year  old  boy  quietly 
enters  his  front  door  after  school.  His  mother  greets 
him  with  a  blow  on  the  chin  which  knocks  him  across 
the  room.  He  makes  no  sound;  experience  has  taught 
him  better.  His  mother,  standing  in  the  middle  of  a 
precisely  ordered  living  room,  glares  at  him:  "You're 
ten  minutes  late!  Were  you  looking  for  trouble,  some- 
thing to  steal  maybe?  I'll  teach  you  to  disobey  me!" 
The  boy  has  no  defense.  He  is  silent,  trying  to  shut 
out  the  real  world  by  escaping  into  a  world  of 
fantasy.^ 

Are  these  children  fictional  characters  or,  at  worst, 
mere  statistical  rarities?  By  no  means.  They  are  the 
children  of  neglect  and  abuse  who  often  live  hardly 
noticed  among  the  bulk  of  happy  children.  Sometimes 
neighbors,  relatives,  or  the  school  will  be  aware  that 
something  is  wrong,  but  frequently  no  one  is  con- 
cerned until  a  crisis  or  death  brings  the  situation  to 
public  notice.  Most  people  find  the  idea  of  harming 
one's  own  children  so  repugnant  that  newspaper  ac- 
counts of  child  murder  or  semistarvation  are  dis- 
missed as  exceptional  occurrences,  as  isolated  incidents 
which  never  happen  in  one's  own  community.  Sensi- 
tivity to  family  privacy  and  a  desire  not  to  get  in- 
volved prevent  people  from  noticing  signs  of  the 
neglect  and  abuse  of  children. 

When  neglected  and  abused  children  do  become  vis- 
ible to  the  community,  this  happens  in  a  variety  of 
ways.  The  most  dramatic,  and  most  rare,  is  when  a 
child  is  actually  burned,  beaten,  or  starved  to  death 
and  the  police  arrest  the  parents.  The  following  are 
more  common  examples: 

Seven  year  old  Michael  is  a  source  of  great  concern 
to  his  grandmother  who  has  observed  his  mother  ad- 
minister excessive,  erratic  beatings,  then  shower  him 
with  gifts.  He  is  having  difficulty  in  school  and  has 
twice  run  away  to  his  grandmother's  house,  begging 
her  to  let  him  stay. 


Six  months  old  Susie  is  brought  to  the  hospital  withi 
body  bruises  and  a  broken  arm  which,  her  mother; 
explains,  resulted  from  a  fall  from  her  high  chair.. 
X-rays  reveal  other  partially  healed  breaks  which  the: 
mother  does  not  mention,  causing  the  examining: 
doctor  to  suspect  that  the  injuries  were  not  accidental., 

Johnny  is  frequently  absent  from  school.  When  he', 
does  come,  both  his  body  and  his  clothing  are  filthy., 
The  school  representative  who  visits  the  home  is  con-\ 
fronted  with  an  appalling  odor,  filth,  and  disorder. \ 
Two  preschoolers  are  see7i  eating  cold  leftover  food! 
out  of  its  original  tin.  j 

Mrs.  B.  committed  suicide  two  months  ago,  leav- 
ing her  husband  and  four  children.  Mr.  B.  is  deter- 
mined to  keep  the  children  and  has  had  several  inade- 
quate housekeepers,  one  of  whom  actually  mistreated) 
the  youngsters.  Mr.  B.  quit  his  job  and  decided  toi 
stay  home  with  the  children  himself.  He  has  now  ap-j 
plied  for  financial  assistance. 

Three  small  children  are  stranded  with  their  parents! 
in  a  broken  down  car  in  a  service  station.  The  man-- 
ager  calls  Travelers''  Aid  because  the  children  look  so\ 
poorly  cared  for  and  because  he  has  overheard  the  I 
father  offering  to  give  the  youngest  to  a  station  em-^- 
ployee.^ 


'See  Young,  Leotine,  Wednesday's  Children  (New  York:  Mc- | 
Gravv-Hill,  1964)  for  similar  examples.  j 

'  These  examples  are  based  on  examples  given  in  Planning  for 
the  Protection  oTid  Care  of  Neglected  Children  in  Cali- 
fornia, Final  Report  of  a  Study  by  National  Study  Serv- 
ice (Sacramento:  State  Social  Welfare  Board  and  Cali- 
fornia Delinquency  Prevention  Commission,  August,  1965) 
p.  4.  f 


Defining  Neoiect  and  Alinse 


he  line  between  neglect  and  abuse  is  sometimes  dif- 
:uk  to  draw,  but  the  two  can  generally  be  distin- 
lished  in  the  following  way.  The  neglectful  parent 
ually  does  not  consciously  intend  to  harm  his  child, 
jt  through  failure  to  meet  the  child's  health,  nutri- 
jnal,  comfort,  and  emotional  needs,  he  exposes  the 
lild  to  severe  risks.  Testimony  before  the  Committee 
ive  some  examples  of  neglect,  such  as  the  father 
ho  left  his  four  small  children  alone  in  a  car  with 
book  of  matches.  Although  nothing  happened  to 
em,  he  was  charged  with  neglect.  One  month  later, 
;  left  two  of  the  children  alone  in  the  car.  One,  a 
:tle  girl,  lit  some  matches  and  died  subsequently  of 
irns.  Many  parents  may  leave  children  alone  at  a 
Tie  of  emergency  or  under  unusual  circumstances. 
It  it  is  those  parents  who  habitually  leave  their  chil- 
:en  alone  who  expose  them  to  the  greatest  risks. 

iving  requires  some  exposure  to  risks.  The  more 
rious  the  risk,  the  longer  and  more  repeatedly  the 
lild  is  exposed  to  it,  the  greater  is  the  neglect.  In 
ime  cases  of  neglect,  such  as  feeding,  an  occasional 
issed  meal  is  no  great  cause  for  concern,  but  con- 
lual  failure  to  feed  children  results  in  malnutrition  or 
arvation. 


Besides  failure  to  feed,  neglect  includes  leaving  chil- 
dren alone,  maintaining  them  in  an  unsanitary  condi- 
tion, keeping  them  out  of  school,  failing  to  keep  them 
clean  and  adequately  dressed,  and  ignoring  their  medi- 
cal needs.  As  in  the  case  of  feeding,  concrete  circum- 
stances and  conditions  determine  the  existence  and 
extent  of  neglect.  A  parent  who  leaves  his  children  in 
a  parked  car  for  a  few  moments  while  he  runs  in  to 
buy  a  package  of  cigaiettes  would  not  be  considered 
neglectful  according  to  prevailing  community  stand- 
ards. But  a  parent  who  leaves  his  children  in  the  car 
all  day,  particularly  if  they  are  very  young  and  the 
sun  is  hot  or  there  is  a  great  deal  of  traffic,  is  probably 
neglectful,  since  the  likelihood  of  harm  over  the  long 
run  is  very  substantial.  A  parent  who  sends  his  six 
year  old  child  out  to  play  during  the  day  is  not  neg- 
lectful, but  if  he  locks  his  three  year  old  out  at  night, 
especially  in  winter,  he  is  being  neglectful. 

Most  neglectful  families  show  neglect  in  a  variety  of 
ways.  A  young  Sacramento  mother,  whose  husband 
was  imprisoned  on  a  narcotics  violation,  was  over- 
whelmed with  the  care  of  five  little  boys,  the  oldest 
of  whom  was  five.  She  sat  watching  television  all  day 
long,  while  the  boys  defecated,  vomited,  and  urinated 


i 


Filth  goes  with  neglect 


in  the  house,  tracked  mud  in  with  their  bare  feet,  and 
fed  themselves  uncooked  maggoty  oats  from  a  bag  in 
the  kitchen  cupboard.  When  a  complaint  brought  a 
probation  officer  to  the  scene,  she  found  the  boys 
filthy,  emaciated,  and  covered  with  sores,  the  house 
overrun  with  insects  and  vermin,  and  an  unbearable 
stench  permeating  the  atmosphere.  On  the  basis  of 
the  combination  of  circumstances,  the  situation  was 
classified  as  one  of  general  neglect.  It  was  the  extreme 
conditions  in  the  home,  the  evidence  of  the  duration 
of  these  conditions  for  a  considerable  period  of  time, 
and  the  very  youthful  age  of  the  children  which  de- 
fined the  circumstances  as  neglect. 

Abuse  Varies 

In  contrast  to  the  neglectful  parent,  the  abusive  parent 
intends  to  harm  his  child  and  does  so  by  overt  action. 
Sexual  assault,  mutilation,  tying  up  in  a  dark  closet — 
these  are  examples  of  abuse. 

The  literature  on  abuse  shows  that  children  may  be 
beaten  with  ironing  cords,  sticks,  wires  or  lead  pipes. 
They  may  be  tortured  with  lighted  cigarettes,  scalding 
water,  or  hot  stoves.  Beloved  pets  may  be  tormented 
and  killed  before  their  eyes  and  the  children  threat- 
ened with  the  same  fate.  Parents  have  twisted  their 
offsprings'  arms  and  legs  until  they  broke,  slammed 
them  against  the  wall  until  their  skulls  were  fractured, 
and  even  bitten  them. 

The  forms  of  abuse  inflicted  on  children  are  a  nega- 
tive testimony  to  the  ingenuity  of  man.  Pool  cues, 
baseball  bats,  TV  aerials,  rubber  hoses,  and  oars  have 
been  used  as  battering  instruments.  Children  have  been 
gassed,  given  electric  shocks,  buried  alive,  drowned 
in  bathtubs,  and  suffocated  with  plastic  bags  or 
pillows.^ 

Ninety  percent  of  abusive  parents  show  no  remorse. 
They  blame  their  children  for  being  "monsters," 
"idiots,"  or  "crazy."  Often  one  child  is  singled  out 
as  a  scapegoat.  One  abusive  father  shaved  his  son's 
head  and  referred  to  him  as  "the  criminal."  Still  other 
parents  give  seemly  irrelevant  reasons  for  attacking 
their  children;  "He  was  washing  a  milk  bottle,"  might 
be  offered  as  an  excuse  for  knocking  a  youngster  to 
the  floor. 

The  intensity  of  the  activity  helps  define  it  as  abuse. 
A  parent  may  habitually  spank  a  child  without  this 
constituting  abuse,  as  long  as  injury  does  not  result. 
Of  course,  the  child  may  suffer  emotionally  in  such  a 
situation,  which  brings  us  to  another  category,  not 
currently  covered  in  the  law,  the  category  of  emo- 
tional abuse  or  neglect. 

Emotional  Mistreatment 

One  of  the  witnesses  before  the  Committee,  Los  An- 
geles Police  Sergeant  Shirley  Maxwell,  gave  an  ex- 


it hand,  burned.  Victim:  20-month-old  "battered"  girl 


ample  of  emotional  neglect.  "There  is  one  other  type 
of  case  that  we  have  many,  many  of  in  the  polici 
department  where  the  parent  is  a  borderline  menta 
patient,  but  not  enough  to  be  committed.  They  ge 
along.  The  father  has  some  mediocre  job,  the  mothe 
just  managing  to  get  the  dishes  done  and  sweeping  thf 
floor,  yet  they  are  peculiar  in  their  thinking.  It  is  no^ 
enough  for  the  police  department  to  do  anything.  W 
cannot  motivate  them  to  go  to  a  social  agency  fo 
help.  This  type  of  case  comes  to  our  attention  becaus' 
somebody  will  call  in  and  say,  'Oh,  I  feel  so  sorry  fo 
those  children,  the  mother  wears  sun  glasses  in  th' 
house  all  day  long,  and  she  wears  long,  raggedy  skirtr 
and  she  never  comes  out  of  the  house,  she  is  like 
recluse.  One  neighbor  kid  went  in  there  and  there  ar 
boxes  and  stuff  piled  all  over  the  place.'  The  childre* 
have  no  hope  of  a  normal  life  to  go  by.  This  is  th' 
kind  of  case  that  we  can't  do  anything  about  becaus 
we  cannot  work  with  those  parents.  They  won't  b 
motivated  to  go  to  a  social  agency  for  help,  but  th; 
protective  services  can  go  in  and  at  least  help  thei 
with  a  homemaker  or  something." 

Other  examples  of  mistreatment  which  could  be  place 
in  the  emotional  category  are  where  a  mother  dresse' 
her  son  as  a  girl  and  gave  him  a  girl's  name  or  whei 
a  stepfather  habitually  wore  his  teenage  daughter 
clothing,  including  their  lingerie,  much  to  their  cor 
fusion  and  embarrassment. 


*  DeFrancis,  Vincent,  Child  Abuse— Preview  of  a  Nationioic 
Survey  (Denver:  American  Humane  Association,  196! 
pp.  5,  6. 


Measuring  the  Incidence 


estimony  before  the  Committee  indicated  that  neg- 
ct  is  about  two  to  three  times  as  frequent  as  abuse 
nong  situations  coming  to  the  attention  of  the  police. 

he  actual  extent  of  neglect  and  abuse  among  chil- 
ren  is  difficult  to  measure,  since  there  are  few  pro- 
rams  in  existence  to  deal  with  the  problem  and  since 
lere  is  no  precise  definition.  A  by-product  of  a  child 
rotective  services  program  should  be  better  classifi- 
ition  and  reporting  of  the  mistreatment  of  children. 

should  be  noted  in  this  regard  that  the  Children's 
ureau  of  the  Department  of  Health,  Education,  and 
/elfare  is  currently  supporting  an  epidemiologic 
udy  of  child  abuse  at  Brandeis  University.  Three 
alifornia  cities — Los  Angeles,  San  Francisco,  and  San 
[ateo — will  be  involved  in  the  study.  Cases  from  these 
iree  areas  will  be  examined  on  a  selective  basis.  In 
idition,  there  will  be  a  Statewide  tabulation  of  the 
ports  of  suspected  child  abuse  now  being  sent  to  the 
ureau  of  Criminal  Identification  and  Investigation, 
hese  reports  are  the  result  of  AB  277,  passed  by  the 
>65  Legislature,  which  makes  it  mandatory  for  doc- 
irs  to  report  to  law  enforcement  agencies  any  in- 
iries  to  a  child  which  do  not  appear  accidental.  The 
ports  are  then  forwarded  to  the  Bureau  of  Criminal 
lentification  and  Investigation.  These  cases  are  not 
irrently  being  reported  to  CII  by  the  State  Depart- 
ent  of  Social  Welfare  because  of  the  lack  of  a  pro- 
ctive  services  program  to  do  follow  up.  The  Bran- 
:is  study  should  be  helpful  in  determining  the 
cidence  in  California  of  the  various  types  of  mis- 
eatment  suffered  by  children  at  the  hands  of  their 
irents. 

mil  such  time  as  more  detailed  studies,  like  the 
randeis  study,  are  completed,  estimates  of  the  extent 
the  problem  must  be  based  on  incomplete  informa- 
Dn.  But  even  on  the  basis  of  current  information,  it 
in  be  said  with  certainty  that  child  neglect  and  abuse 
:curs  with  considerable  frequency.  The  Encyclo- 
:dia  of  Social  Work  estimates  that  each  day  200,000 
lildren  in  the  United  States  need  protective  services, 
[ore  careful  study  will  probably  show  that  we  have 
ider-  rather  than  overestimated  the  extent  of  child 
;glect  and  abuse. 

eglect  is  particularly  hard  to  estimate.  For  the  12 
onth  period  ending  June  30,  1964,  there  were  be- 
veen  40,000  and  45,000  dependent  and  neglected  chil- 
:en  known  to  California  probation  departments  and 


Age:  }.  Diagnosis:  Neglect  and  battery 


the  Juvenile  Court.  These  are  cases  where  the  neglect 
is  severe  enough  to  warrant  legal  attention.  It  has  been 
estimated  that  for  every  one  of  these,  there  is  a  similar 
case  in  an  earlier  stage  of  development  which  will 
become  serious  enough  to  necessitate  legal  interven- 
tion later  on.' 

Difficult  to  Judge 

Each  year  in  California,  the  police  record  the  names 
of  300,000  to  350,000  juveniles,  not  including  traffic 
cases.  In  most  of  these  cases,  nothing  is  done  beyond 
on-the-spot  warning  or  counseling  by  the  police  offi- 
cer. It  is  impossible  to  estimate  how  many  of  these 
dismissed  children  would  fall  into  the  category  of 
children  needing  protection,  but  it  is  reasonable  to 
assume  that  it  would  be  a  substantial  number.  It  is  not 
always  easy  to  draw  the  line  between  neglected  and 
delinquent  children.  A  significant  number  of  young- 
sters picked  up  by  police  for  "delinquent  tendencies," 
which  include  truancy  from  school,  running  away, 
incorrigibility,  and  possession  of  alcohol,  could  just 
as  appropriately  have  been  given  the  neglect  label, 
since  the  delinquent  acts  reflected  parental  inadequacy 
or  lack  of  concern. 

Over  50%  of  all  juvenile  arrests  are  for  "delinquent 
tendencies,"  rather  than  for  violations  of  adult  law. 
Whether  a  child  is  deemed  to  be  "delinquent"  rather 
than  "neglected"  is  primarily  a  matter  of  age.  In  1964, 
86%  of  children  declared  dependent  children  of  the 
Court  were  under  14  years  of  age,  while  80%  of  all 
delinquent  children  were  14  and  over.  Many  of  the 
delinquent  teenagers  "are  the  same  youngsters  who 
might  have  been  identified  as  children  receiving  bor- 
derline family  care  in  their  younger  years,  if  the  com- 
munity had  been  alert  to  the  signs  of  child  neglect"." 
Recognition  of  this  fact  implies  a  need  for  an  agency 
which  can  assume  responsibility  and  supply  services 
for  the  many  neglected  children  who  are  now  defined 
as  delinquents. 

Although  many,  perhaps  even  the  majority,  of  chil- 
dren in  need  of  protection  eventually  come  in  contact 
with  the  police,  such  children  are  also  discovered  by 
other  agencies.  Of  107,174  families  receiving  public 
assistance,  fully  10,752,  or  10%,  have  one  or  more 
children  identified  by  the  social  worker  as  needing 
protection."  Although  child  neglect  is  not  limited  to 
any  particular  economic  or  social  class,  public  assist- 
ance recipients  are  a  particularly  vulnerable  group 
because  of  economic  deprivation,  inadequate  housing, 
and  family  breakup. 

Another  source  of  discovery  of  children  in  need  of 
protection  is  the  school  system.  Most  estimates  place 
the  number  of  children  with  behavioral  and  emotional 


handicaps  at  between  5%  and  10%  of  the  State's  total 
school  population  of  over  4  million.^  A  survey  of 
school  districts  around  the  State  showed  estimates  of 
child  neglect  ranging  from  2%  to  50%.® 

Whatever  the  actual  incidence,  the  numbers  of  neg- 
lected children  seem  to  be  growing,  both  absolutely 
and  in  proportion  to  the  population.  Statistics  released 
from  various  social  agencies  seem  to  substantiate  this 
fact.'"  The  1965  report  of  the  San  Mateo  County  Pro- 
bation Department  cited  these  figures:  "New  referrals 
involving  dependency  and  neglect  increased  during 
1965  over  our  experience  in  1964.  There  were  633 
new  referrals  received  during  the  year  compared  to 
557  referrals  in  1964.  The  difference  represented  a 
12%  gain  in  new  referrals  involving  dependency  and 
neglect."  ''  It  must  be  remembered  that  these  were 
probably  fairly  severe  cases  of  neglect,  sufficient  to 
warrant  probation  department  attention. 

While  estimates  of  child  neglect  in  California  may 
vary  from  22,000  to  500,000,'-  according  to  the  scope: 
of  the  definition  used,  the  estimates  of  abuse  vary  also, , 
but  in  a  smaller  range.  With  very  incomplete  reporting; 
services,  the  known  number  of  beaten  and  battered! 
children  is  about  10,000  annually  in  the  nation  as  ai 
whole,  or  at  least  1,000  in  California.  In  the  City  off 
Los  Angeles  in  1964,  there  were  162  serious  child  beat-- 
ing  cases;  in  1963,  there  were  169,  including  13  deaths., 

In  1961,  Dr.  C.  Henry  Kempe,  Pediatrics  Chairman  at| 
the  University  of  Colorado  Medical  Center,  helpe<li 
focus  attention  on  child  abuse  when  he  coined  thet 
now  well-known  term  "the  battered  child  syndrome." 
Seventy-one  hospitals  surveyed  by  Dr.  Kempe  re- 
ported treating  302  cases  of  serious  child  abuse  in  at 
year;  33  of  these  children  died  and  85  suffered  per- 
manent brain  damage.'^ 


Due  to  Dr.  Kempe's  efforts,  more  cases  of  child 
are  now  being  recognized.  As  physicians  become 


abuse ! 


m- 


'  National  Study  Service,  op.  cit.,  p.  9. 

"Ibid.,  p.  6. 

'Ibid.,  p.  12. 

"  Bower,  Eli,  The  Education  of  Emotionally  Handicapped  Chil- 
dren (Sacramento:  State  Department  of  Education,  March 
1961).  , 

Elmott,  Criner  and  Wagner,  The  Troublesome  Ten  Per-' 
cent  (Santa  Barbara:  City  Schools,  1961). 
Stennett,  R.  G.,  "Emotional  Handicap  in  the  Elementary 
Years:  Phase  or  Disease?"  American  Journal  of  Ortho- 
psychiatry (April,  1966)  pp.  448,  449. 

"  National  Study  Service,  op.  cit.,  p.  15. 

'"  Nyden,  Paul,  "The  Use  of  Authority,"  Public  Welfare  (July, 
1966)   p.  241. 

"San  Mateo  County,  Report  of  the  Probation  Department. 
1965,  p.  1. 

"National  Study  Service,  op.  cit.,  p.  21. 

"Kempe,  C.  Henry,  "The  Battered-Child  Syndrome,"  Thi 
journal  of  American  Medical  Association  (July  7,  1962) 
pp.  17-24. 
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creasingly  aware  of  the  problem,  as  X-ray  techniques 
continue  to  improve  the  ease  of  diagnosis,  and  as  the 
evidence  from  California's  reporting  statute  builds  up, 
it  may  be  possible  to  obtain  a  more  reliable  measure 
of  the  actual  incidence  of  child  abuse."  Medical  ex- 
perts suspect  that  many  of  the  so-called  accidental 
deaths  of  children  are  due  to  mistreatment  or,  at  least, 
to  parental  carelessness  and  disregard.  The  report  of 
the  American  Medical  Association,  July,  1962,  stated 
of  parental  abuse,  "It  is  likely  that  it  will  be  found  to 
be  a  more  frequent  cause  of  death  than  such  well 
recognized  and  thoroughly  studied  diseases  as  leuke- 
imia,  cystic  fibrosis,  and  muscular  dystrophy,  and  it 
may  well  rank  with  automobile  accidents." 

Most  studies  of  cases  of  child  abuse  reveal  that  the 
children  involved  are  proportionately  young.  This  is 
understandable,  since  young  children  are  relatively 
incapable  of  self-defense,  more  vulnerable  to  injury, 
less  likely  to  be  in  contact  with  outsiders,  and  more 
likely  to  be  a  parental  burden  and  irritant  than  older 
children. 


Broken  bones  and  scars.  Hands  of  an  abused  14-year-old  girl 

In  a  Kansas  study,  out  of  85  known  cases  of  child 
abuse,  most  were  children  under  three  and  one  third 
were  under  six  months.  Fourteen  deaths  occurred — 
all  of  children  under  four  years.^® 

In  the  first  nine  months  of  Illinois'  reporting  law,  363 
suspected  victims  of  abuse  were  found.  The  majority, 
247,  were  under  five,  99  were  under  one  year,  and  59 
were  under  six  months. 

A  member  of  the  medical  profession  suggests  that 
physicians  should  be  alert  not  only  to  the  battered 
child  syndrome,  but  to  the  less  obvious  indications  of 
neglect,  which  he  includes  with  abuse  under  the 
broader  title  of  "maltreatment  syndrome".*^  He  urges 
physicians  to  be  sensitive  to  the  parental  character- 
istics of  rigidity,  compulsiveness,  immaturity  and  lack 
of  warmth  toward  the  child.  He  feels  that  if  physi- 
cians will  report  the  early  signs  of  neglect  and  abuse 
to  a  social  agency  (assuming  that  an  appropriate 
agency  exists),  further  damage  to  the  child  can  be 
prevented. 


90%  Under  10 

The  Children's  Division  of  the  American  Humane 
Association  did  a  study  of  662  cases  of  child  abuse 
reported  in  newspapers  in  1962.  Ninety  percent  of 
:he  children  were  10  years  of  age  or  younger.  The 
najority,  fifty-five  percent,  were  under  four.  Nearly 
3ne  child  in  every  four  died  as  the  result  of  parentally 
nflicted  injuries  and  of  those  who  died,  over  80% 
vere  children  under  four.^^ 


"  European  countries  are  also  becoming  increasingly  aware  of 
the  problems  of  child  abuse.  West  Germany  has  a  report- 
ing statute  similar  to  California's. 

'"Children's  Division,  The  American  Humane  Association, 
Protecting  the  Battered  Child  (Denver,  1962). 

"Rubin,  Jean,  "The  Need  for  Intervention,"  Public  Welfare 
(July,  1966)  p.  231. 

"Fontana,  Vincent,  "An  Insidious  and  Disturbing  Medical 
Entity,"  Public  Weljare  (July,  1966)  pp.  236-7. 
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the  only  problem.  Of  course,  the  children  have 
to  obey  his  commands,  and  when  they  don't  he 
punishes  them.  One  evening  he  told  his  four  year 
old  son  to  go  into  the  basement  and  stay  there. 

The  little  boy  went  down  the  stairs  and  ran 
quickly  back.  It  was  very  dark  and  he  was  fright- 
ened. "I  spanked  him  and  told  him  to  go  back," 
explains  the  smiling  father.  "He  went  down  the 
stairs  and  again  ran  back  to  the  light,  frightened, 
so  I  spanked  him  again  and  sent  him  back.  He 
returned  four  times,  and  each  time  I  spanked  him 
harder.  The  last  time  he  stayed  down." 

"And  what  did  the  little  boy  do  that  you  pun- 
ished him  so  severely?"  asked  the  caseworker. 

A  look  of  blank  surprise  comes  over  Mr.  Nolan's 
face.  He  stares  at  the  caseworker,  and  when  he 
speaks  his  voice  is  for  the  first  time  uncertain.  "I 
don't  remember.  I  can't  think  what  he  did."  A 
wariness  appears  in  his  eyes,  and  he  remarks  that 
his  time  is  short  and  he  must  leave  shortly.^* 

Another  outwardly  conscientious  parent  is  described 
by  Dr.  Young.  This  woman  kept  an  immaculately 
clean  house  and  sent  all  the  children  to  school  with 
impeccable  promptness  and  regularity.  They  were  al- 
ways clean  and  well-dressed.  They  never  came  home 
to  an  empty  house;  their  mother  was  always  there 
waiting  for  them.  Yet  this  mother  wakened  the  chil- 
dren each  morning  at  five  to  scrub  the  bathroom  and 
kitchen  floors,  run  futile  errands,  and  finally  gulp  a 
meager  breakfast  before  school.  The  only  daughter 
was  singled  out  for  the  special  torture  of  having  red 
pepper  rubbed  into  her  genitals,  then  being  beaten 
when  she  screamed. 

When  the  children  in  this  family  returned  from  school, 
they  were  not  permitted  to  go  outside  and  they  were 
never  permitted  to  play.  They  could  look  at  their 
many  toys,  but  not  touch  them.  Any  infractions  of 
family  rules  were  severely  dealt  with. 

Isolated  Parents 

Abusive  parents  tend  to  be  possessive  of  their  children 
and  to  oppose  friendships  and  personal  attachments 
outside  the  family.  They  are  secretive  and  rejecting 
of  outside  help.  Where  there  are  two  parents,  often 
one  parent  is  abusive  and  the  other  is  helpless,  passive 
and  almost  a  prisoner.  Both  the  beating  and  the  non- 
beating  parent  keep  up  a  strong  facade  of  unanimity 
and  mutual  devotion,  even  though  deep  marital  dis- 
cord is  usually  revealed  as  time  goes  by. 

Both  neglectful  and  abusive  families  are  isolated  from 
others  in  the  community.  Abusive  parents  usually  for- 
bid associations  by  their  children,  while  neglected  chil- 
dren are  shunned  by  their  peers  because  of  uncleanli- 
ness  and  odd  behavior.  Neglecting  parents  themselves 
make  little  effort  to  socialize.  In  keeping  with  their 


"Food  supply"  discovered  with  neglected  children 

isolated  orientation,  a  very  small  proportion  of  either  i 
neglecting  or  abusive  families  has  any  religious  affili- 1 
ation   or   habit   of   church   attendance.^^   Sometimes  |j 
strictly  religious  people  can  be  found  among  abusive' 
parents,  but  they  tend  to  be  fanatical  and  extreme  in  i 
their  interpretations  of  religious  doctrines.  There  was  I 
the  fairly  recent  example  of  a  Sacramento  mother  whoj| 
refused  medical  attention  for  her  daughter  after  thej 
latter  swallowed  her  own  hair,  which  she  had  cut 
contrary  to  parental  prohibitions.  When  the  daughtei 
died,  the  mother  showed  no  remorse,  since  she  in- 
terpreted the  death  as  the  natural  result  of  disobedi- 
ence and  of  violation  of  a  religious  tabu  against  hair 
cutting. 


*  Young,  op.  cit.,  p.  42. 
'Ibid.,  p.  171. 
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The  Influence  of  Social  and  Economic  Factors 


rhere  are  factors  other  than  the  personal  character- 
sties  of  parents  which  predispose  toward  the  mis- 
reatment  of  children. 

)ne  question  that  inevitably  arises  is  the  effect  of 
ocial  and  economic  status  on  the  incidence  of  child 
leglect  and  abuse.  Are  most  of  the  cases  found  among 
3W  income  families  and,  if  so,  is  the  inability  to  meet 
hildren's  emotional  and  physical  needs  a  general  char- 
cteristic  of  low  income  parents?  Many  thoughtful 
leople  have  assumed  that  the  problem  is  confined  to 
3W  income  families,  who  are  viewed  as  unstable,  dis- 
irganized,  and  lacking  in  goals  or  planning  ability. 

)ne  researcher  in  the  field  makes  a  distinction  between 
problem"  and  "stable"  low  income  families.^  The 
itter,  which  comprise  the  majority  of  low  income 


families,  take  good  care  of  their  children  and  expect 
others  to  do  the  same;  Cruel  or  indifferent  families  are 
deviants  from  the  general  social  norms  which  prevail 
among  poor  persons.  Child  rearing  patterns  may  be 
different  among  classes,  but  accepted  behavior  at  any 
social  level  does  not  include  harming  one's  children. 

Another  study,  this  time  of  ADC  Families  in  Chicago, 
resulted  in  similar  findings.  The  profile  of  family  dis- 
organization was  not  typical  of  the  lowest  economic 
group,  the  welfare  recipients.  The  report  observed, 
"The  Public  has  gained  a  false  image  of  a  mother  who 


^  Willie,  Charles,  The  Structure  and  Composition  of  "Prob- 
lem" and  "Stable"  Families  in  a  Low  Income  Population 
(Syracuse:    Youth   Development  Center,   1961). 


This  ii  a  slutn  "playground"  area 
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is  shiftless  and  lazy,  unwilling  to  work,  promiscuous 
and  neglectful  of  her  children  .  .  .  This  study  found 
very  few  mothers,  not  more  than  3%,  who  fit  this 
image  in  one  or  more  ways."  ^* 

Yet,  the  experts  agree  that  while  the  majority  of  low 
income  persons  are  good  parents,  the  proportion  of 
abused  and  neglected  children  is  greater  among  this 
group.  Low  income  persons  are  more  accustomed  to 
seeing  maltreated  children.  They  are  less  likely  than 
middle  income  individuals  to  report  such  cases  to 
authorities,  with  whom  they  often  do  not  identify. 
The  low  income  group  exerts  less  pressure,  either 
formal  or  informal,  against  neglectful  parents  and  they 
tend  to  be  more  tolerant  of  corporal  punishment  than 
is  the  middle  class. 

The  lower  income  group  may  do  little  to  discourage 
child  neglect  and  abuse  among  its  ranks.  At  the  same 
time,  a  lower  class  family  whose  behavior  is  deviant 
in  the  area  of  child  care  is  often  very  visible  to  the 
outside  community.  A  family's  request  for  financial 
assistance,  for  example,  exposes  it  to  an  initial  investi- 
gation and  continuing  contact  that  under  other  cir- 
cumstances would  be  summarily  rejected  as  an  inva- 
sion of  privacy.  Children  from  prosperous  homes  may 
be  shielded  from  official  view  or  sent  away  to  school 
if  the  parents  cannot  handle  them.  In  general,  lower 
income  families,  with  low  prestige  and  frequent  ignor- 
ance of  official  methods,  have  less  means  of  concealing 
deviant  behavior,  and  less  motivation  for  doing  so 
than  the  middle  class  parent  who  fears  the  censure  of 
his  peers  and  loss  of  status.  The  lower  income  parent 
has  less  to  lose  by  the  discovery  of  his  behavior,  and 
takes  less  pains  to  hide  it. 

Finally,  there  is  no  doubt  that  low  income  parents  may 
have  to  face  more  obstacles  to  family  living  than 
those  with  higher  incomes.  Lack  of  work  skills  may 
force  parents  to  move  from  place  to  place  in  search 
of  a  job,  regardless  of  what  this  does  to  a  child's  asso- 
ciations and  schooling.  Lack  of  money  makes  it  diffi- 
cult to  find  adequate  housing,  provide  nourishing 
meals,  or  pay  for  babysitters  when  the  parents  want 
a  night  out,  regardless  of  how  well-meaning  they 
may  be. 

We  have  said  that  the  majority  of  low  income  families 
are  stable.  But  the  disorganized  and  broken  families 
from  any  class  are  likely  to  end  up  at  the  low  income 
level.  Disorganized  families,  some  of  whom  are  used  to 
a  higher  standard  of  living  and  all  of  whom  have  dif- 
ficulty in  ordering  their  lives,  are  ill-equipped  to  cope 
with  the  burdens  of  managing  on  a  minimal  budget. 
Low  income  only  increases  their  inadequacy  as  parents. 


It  is  also  possible  that  low  income  per  se  can  produce^ 
as  well  as  aggravate,  inadequacy. 

Effect  of  Lotv  IncoTtie 

It  has  been  true  throughout  history  that  subsistence! 
level  living  has  often  tended  to  brutalize  the  relation-' 
ship  between  parents  and  children.  Where  economicc 
resources  have  been  meager  in  other  times  and  places,^ 
not  only  are  children  inadequately  dressed,  housed,! 
and  fed,  but  they  are  left  without  parental  attention,)! 
made  to  work  at  an  early  age,  sold,  enslaved,  or  even! 
killed. 

Low  public  assistance  grants  have  been  indicted  on  the< 
grounds  that  they  reinforce  parental  inadequacies  anck 
make  the  job  of  being  a  parent  very  difficult.  "In  ouii| 
public  assistance  programs,  we  have  assured  ourselveA 
and  others  that  parents  could  be  good  parents  ana 
children  grow  to  manhood  and  womanhood  on  al4 
lowances  below  a  subsistence  level.  In  these  and  im 
other  respects,  we  may  have  acted  as  false  prophetf 
indeed.  For  such  low  levels  of  living  over  a  sustainem 
period  not  only  are  physically  debilitating,  but  theyl 
demoralize  the  will  through  destruction  of  hope."** 

At  the  same  time,  although  we  are  aware  of  over! 
10,000  cases  of  endangered  children  among  welfare 
recipient  families,  it  would  be  a  mistake  to  believfi 
that  the  problem  is  confined  to  or  is  characteristic  ofc] 
the  lower  economic  level.  Testimony  before  the  Com-r 
mittee  described  a  case  of  child  starvation  where  the^ 
father  was  earning  $7,000  a  year.  ! 

Parents  may  even  be  college  graduates  and  profess! 
sional  persons.  Emotional  neglect  occurs  among  som<i 


high  income  families  where  parents  spend  little  tim< 
with  their  children,  entrusting  their  care  to  servants 
private  schools,  and  camps,  then  attempting  to  com^ 
pensate  for  this  lack  of  attention  and  affection  by  giv 
ing  the  children  expensive  toys  and  gifts.  Not  lonj 
ago,  a  well-to-do  Sacramento  mother  absorbed  hersel 
in  social  activities  and  a  new  husband,  ignoring  he 
two  daughters'  bids  for  attention.  When  the  olde 
girl  ran  away  from  home  and  became  pregnant 
the  mother  refused  to  have  her  back.  She  is  now 
delinquent  ward  of  the  Court,  lives  in  a  foster  horn 
without  her  baby  whom  she  relinquished  for  adop 
tion,  and  is  very  bitter  toward  her  mother  who  send 
her  gifts,  but  rarely  visits.  The  younger  sister,  who  i 
still  at  home,  is  suffering  from  lack  of  parental  concen 
and  is  also  becoming  a  behavior  problem. 


'  Welfare  Council  of  Metropolitan  Chicago,  Facts,  FallacU 
mid  Futitre — Simmmry  of  a  Study  of  the  ADC  Frograi 
in  Cook  County  (Chicago,  1962). 

'  Lathrope,  Donald,  "Toward  the  Elimination  of  Poverty. 
Public  Welfare  (July,  1966)  p.  220. 
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other  contributing  Factors 


lalifornia  is  one  of  the  fastest  growing  states  in  the 
Jnion.  The  rate  of  increase  among  children  is  even 
reater  than  the  growth  of  the  State  as  a  whole.  The 
umber  of  children  under  18  in  California  increased 
S%  between  1950  and  1960,  as  compared  with  25% 
ationally.^"  This  has  been  due  primarily  to  the  heavy 
imigration  of  young  adults.  Young  families  in  these 
ircumstances  tend  to  lack  establishment  in  the  com- 
lunity.  They  are  usually  separated  from  family  and 
fiends  in  times  of  crisis. 

"hese  same  circumstances  lead  to  increased  family 
teak  up,  which,  in  turn,  fosters  neglect.  In  1960, 
J  of  a  million  children  were  members  of  one-parent 
imilies,  usually  in  fatherless  homes.  Many  divorced 
mothers  are  working  to  support  their  families,  which 
lakes  adequate  supervision  and  care  of  the  children 
''ithout  a  father's  guidance  especially  difficult. 

Ithough  the  majority  of  military  families  are  stable, 
lilitary  dependents  manifest  some  unusual  problems, 
id  California  has  several  large  military  bases.  In  mili- 
ry  families,  young  wives  with  small  children,  living 
,1  low  allotments,  may  have  their  husbands  gone  for 
Ictended  periods  and  may  have  to  move  frequently 
om  place  to  place.  This  type  of  living  makes  mis- 
eatment  of  children  both  more  likely  and  more  diffi- 
alt  to  detect. 

I  Sacramento  not  long  ago,  the  young  wife  of  an 
ilisted  man  brought  her  infant  son  to  the  hospital 
fith  multiple  bruises  and  fractures.  The  examining 
t)ctor  found  evidence  of  healing  breaks  and  immedi- 
lely  suspected  abuse.  The  mother  finally  admitted  to 
plice  that  she  had  thrown  the  child  across  the  room 
^ter  frustrations  with  his  crying  during  one  of  her 
hsband's  extended  military  absences  from  the  home. 
Examination  of  a  two  year  old  son  also  revealed  old 
lactures  and  brain  damage  due  to  head  injuries.  The 
.other  revealed  she  had  harmed  this  older  child  when 
ie  family  was  stationed  in  another  state.  Medical 
kords  from  that  state  showed  that  he  had  been  taken 
|r  treatment  and  that  abuse  was  suspected,  but  the 
mily  was  transferred  and  the  suspicions  were  not 
:ted  upon.  The  husband  in  this  case  denied  knowl- 
'Ige  of  his  wife's  mistreatment  of  the  children. 

ther  groups  which,  like  military  families,  move  from 
ace  to  place  are  also  vulnerable  to  child  abuse  and 
iglect.  Among  migrant  farm  families  who  must  move 
veral  times  a  year,  child  neglect  is  relatively  com- 


mon. In  this  case,  the  problem  is  compounded  by  low 
earnings  and  poor  living  conditions.  Children  are  left 
alone  while  their  parents  work,  their  school  attend- 
ance is  irregular,  and  their  health  and  nutritional  needs 
are  often  all  but  ignored. 

Among  minority  ethnic  groups,  a  greater  proportion 
of  neglected  children  may  be  found  on  the  basis  of 
low  income  alone.  In  particular,  American  Indians 
who  have  moved  away  from  the  reservation  often  find 
difficulty  in  meeting  parental  responsibilities.  Removed 
from  the  firm  authority  and  traditions  of  the  tribe, 
they  do  not  know  what  parental  behavior  is  expected 
in  the  outside  community. 

But  it  would  be  a  mistake  to  believe  that  child  neglect 
and  abuse  are  primarily  minority  problems  or  con- 
fined to  any  particular  group.  Expert  witnesses  before 
the  Committee  stressed  that  the  cases  with  which  they 
were  familiar  cut  across  all  ethnic,  racial,  religious,  and 
economic  lines.  One  witness,  Mrs.  Wanda  Schermer- 
hom  of  the  Los  Angeles  County  Schools,  made  this 
comment  when  asked  whether  most  neglected  children 
came  primarily  from  minority  communities:  "I  would 
say  that  it  certainly  is  a  problem  in  minority  areas  for 
many  reasons.  But  I  would  certainly  say  that  neglect 
of  children  in  the  sense  we  are  discussing  occurs  as 
much  in  Caucasian  families  as  it  does  in  minority  fam- 
ilies. I  have  encountered  indescribable  neglect  in  Cau- 
casian families.  And  I  would  say  that  my  experience 
with  minority  families  basically  has  been  one  of  affec- 
tion for  children,  of  concern  for  children,  perhaps 
accompanied  by  ignorance  of  how  to  care  for  them. 
But  the  kind  of  complete  oblivion  to  the  needs  of 
children,  I  would  find  much  more  likely  in  the  Cau- 
casian family  than  in  the  minority  group.  And  this 
again  is  probably  not  a  fair  generalization." 

The  continued  growth  of  urban  centers  is  perhaps  one 
of  the  most  important  factors  fostering  child  neglect 
and  abuse.  Once  in  a  small  town,  a  two  year  old  child 
was  tied  outside  on  a  broiling  August  day.  Within  an 
hour,  several  people  had  reported  his  plight  to  the 
sheriff.  In  an  urban  area,  passersby  might  be  disturbed 
by  the  suffering  of  a  little  child  in  the  hot  sun,  but 
they  would  not  know  the  family  and  would  probably 
not  know  whom  to  call.  Community  concern  for  neg- 
lected children  is  less  likely  to  be  expressed  on  the 
neighborhood  level  in  our  growing  urban  areas.  This 
in  itself  makes  mistreatment  a  more  likely  occurrence. 

-■"  National  Study  Service,  op.  cit.,  p.  14. 
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Given  the  extent  and  magnitude  of  the  cruelty  and 
disregard  parents  can  show  toward  their  children, 
what  is  being  done  to  help  these  children,  what  more 
can  be  done,  and  who  should  do  it? 

First  of  all,  it  must  be  recognized  that  abusive  and 
neglectful  parents  are  not  going  to  change  by  them- 
selves. "Unless  pathological  families  receive  continuing 
and  consistent,  personalized  help  they  have  neither 
the  volition  nor  the  means  to  conform  to  society's 
norms.  People  do  not  spontaneously  decide  one  fine 
Monday  morning  that  they  are  going  to  change  their 
way  of  living,  proceed  to  do  so  at  the  price  of  enor- 
mous effort,  and  then  maintain  the  change,  especially 
when  they  have  neither  the  strength  nor  incentive 
and  no  conviction  that  it  would  benefit  them  anyway. 
For  people  as  passive  as  those  in  our  study  the  idea 
that  an  occasional  lecture  or  threat  will  accomplish 
such  change  is  patently  absurd."  ^'^ 

Secondly,  the  harm  they  do  to  their  children  is,  by 
and  large,  something  the  children  cannot  survive  with- 
out physical  and  emotional  scars.  The  child  who  has 
been  consistently  harmed  by  his  parents  is  not  going 
to  outgrow  his  problems  as  an  adult.  The  less  that 
is  done  for  him,  the  less  will  be  his  resiliency  and 
ability  to  cope  with  life's  problems  as  time  goes  on. 
His  personality  and  emotional  handicaps  will  be  com- 
pounded with  time,-^  until,  as  an  adult,  he  is  unable 
to  be  a  good  parent.  And  so,  the  cycle  continues. 

Not  only  do  neglected  and  abused  children  become 
poor  parents,  but  they  may  develop  into  delinquents, 
criminals,  psychotics,  and  adult  social  problem  cases. 
The  effect  spreads  beyond  themselves  and  their  chil- 
dren. The  reasons  for  this  are  obvious.  "Children  who 
are  abused  present  a  problem  to  the  community,  aside 
from  society's  moral  and  legal  obligation  to  help  them. 
They  develop  patterns  of  living  without  parental  su- 
pervision and  discipline,  and  often  hate  and  resent  all 
persons  in  authority.  They  have  untreated  illnesses  and 
suffer  from  a  lack  of  needed  medical  care.  They  may 
develop  destructive  behavior  patterns  in  an  uncon- 
scious effort  to  secure  acceptance  and  gratification  of 
their  needs.  They  often  fail  in  school  and  are  unable 
to  adjust  to  persons  outside  the  home."  ^* 

-'  Young,  op.  cit.,  pp.  145-6. 

-■*  Stennett,  op.  cit.,  p.  449. 

"Tennessee  Department  of  Public  Welfare,  "A  Project  in  Pro- 
tective Services,"  Tennessee  Public  Welfare  Record  (Au- 
gust, 1966)  p.  79. 
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<art  II:  Public  Action  Through  Protective  Services 


A  beaten  youngster  is  comforted 
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Rights  of  Parents  and  Cliililren  ilnder  tlie  Law 


If  the  cycle  of  parental  inadequacy  and  cruelty  is  to 
be  broken,  and  its  broader  social  effects  prevented, 
intervention  is  necessary.  The  founders  of  the  Chil- 
dren's Division  of  the  American  Humane  Association 
recognized  this  even  in  the  last  century,  as  was  indi- 
cated earlier  in  this  report.  The  original  child  protec- 
tive services,  however,  were  rescue  operations,  with 
punishment  of  the  parent  and  removal  of  the  child 
from  the  home  as  the  goals.  Mere  punishment  of  the 
parent  is  now  recognized  as  a  blind  alley.  If  the  goal 
of  helping  the  child  is  to  take  precedence,  initial  ef- 
forts must  be  made  to  maintain  the  child  with  the 
family.  Where  this  cannot  be  done  and  where  a  child's 
life  and  well-being  are  endangered,  then  placement 
outside  the  home  should  be  sought. 

The  legal  right  of  a  child  for  protection  is  based  on 
the  concept  of  the  State  as  parens  patriae,  which  means 
the  State's  concern  as  the  guardian  of  social  interests 
and  the  concept  that  the  State  has  both  the  right  and 
the  duty  to  see  that  the  physical,  mental,  and  moral 
welfare  of  its  children  is  safeguarded.  In  this  country, 
the  rights  of  the  control  and  custody  of  children  are 
ordinarily  fixed  in  the  home  and  the  natural  parents. 
In  the  absence  of  abnormal  circumstances,  the  State 
has  only  a  limited  concern  with  a  child's  upbringing. 
However,  it  is  also  clear  that  the  State  has  the  au- 
thority to  protect  the  child  whose  parents  fail  to  do 
so.  The  concept  of  the  State's  authority  as  superior 
to  that  of  neglectful  parents  has  developed  in  the  last 
century  and  represents  the  community's  concern  for 
its  children. 

The  rights  and  responsibilities  of  parents  are  specifi- 
cally set  forth  in  the  Welfare  and  Institutions,  Civil, 
Probate,  and  Penal  Codes.  These  rights  and  duties  can 
only  be  overruled  by  a  Court.  Parents  have  the  right 
to  bring  up  their  children  and  the  duty  to  do  so  prop- 
erly. The  right  of  a  parent  extends  to  the  placement 
of  his  child  in  a  home  for  temporary  or  permanent 
care,  but  such  a  placement  does  not  alter  his  responsi- 
bility for  the  child's  well-being,  support,  and  educa- 
tion. The  parent  may  also  place  his  child  for  adoption 
or  relinquish  him  to  an  adoption  agency. 

"The  authority  of  a  parent  over  a  child  is  not  limited, 
so  long  as  it  is  exercised  so  as  not  to  endanger  the 
child's  safety  or  morals,  or  to  interfere  unjustly  with 
the  child's  welfare.  Either  parent  has  the  right  to  in- 
flict reasonable  and  moderate  punishment  on  the  child 


for  the  punishment  of  faults  of  disobedience  and  the^ 
enforcement  of  parental  authority."  ^* 

The  rights  of  a  child  have  been  summarized  as  follows:*] 

"  1 .  The  child  is  a  person  in  his  own  right.  A  con- 
siderable body  of  statutory  law  spells  out  his  rights  i 
to  care,  teaching,  training,  and  treatment.  These 
add  up  to  birthrights  to  live,  grow,  and  develop 
to  the  fullest  potentialities  of  his  individual  ca- 
pacity. 

"2.  However,  the  law  presumes  that  the  child  is  too 
immature  and  inexperienced  to  be  left  to  fend 
and  defend  for  himself,  to  make  his  own  choices ; 
and  decisions,  and  to  realize  his  rights  wisely  and 
responsibly. 

"3.  Consequently,  the  law  requires  that  the  exercise 
of  the  child's  rights  shall  be  entrusted  to  other 
persons  capable  of,  and  interested  in,  acting  for 
the  child  during  his  childhood. 

"4.  The  law  makes  it  a  duty  of  parents  to  take  up  i 
this  responsibility  for  their  own  children.  j 

"5.  It  makes  it  a  duty  of  the  State  to  supplement  and  l| 
substitute  for  parental  efforts  whenever  needed  to  ij 
further  the  best  interests  and  welfare  of  the  ■ 
child."  31  ! 

With  the  growth  of  laws  to  protect  the  rights  of 
children,  juvenile  and  adult  Courts  have  an  established  ij 
and   essential   role   in   the   protective   field.   But  the  ] 
Court's  role  is  limited  and  it  cannot  deal  with  many  | 
of  the  situations  which  threaten  children. 

Adults  who  attack  children  are  hkely  to  repeat  the;! 
incident,  but  this  cannot  be  proven  in  an  individual  1| 
case.  Because  it  takes  place  in  the  privacy  of  the  home, ,} 
abuse  and  neglect  especially  of  preschool  children  isi" 
rarely  witnessed;  in  addition,  infants  and  toddlers,  who 
bear  the  greatest  brunt  of  mistreatment,  cannot  speak 
out  on  their  own  behalf.  Usually  a  child  under  seven 
is  not  considered  a  competent  witness;  furthermore, 
his  story  may  be  confused  out  of  fear  of  parental 
retaliation  or  out  of  a  sense  of  family  loyalty.  As  a 


:( 


'J 


"Ward,  M.  R.,  California  Juvenile  Laws,  (Los  Angeles:  Legal 
Bookstore,  1966)  p.  18  (From  46  C.J.  1221). 

"  VVeissman,  Irving,  "Legal  Guardianship  of  (Thildren,"  The 
Social  Welfare  Forimi  (National  Conference  of  Social 
Work,  1950)  p.  74. 
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result,  it  is  very  difficult  to  demonstrate  clear  and 
present  danger  unless  a  child  has  already  been  severely 
harmed.  Even  then,  the  Court  has  no  real  method  of 
resolving  the  situation  except  incarceration  of  the 
parent  or  removal  of  the  child  from  the  home. 

Criminal  charges  against  a  parent  are  usually  very 
difficult  to  prove  and  punishing  the  parent  does  not 
change  his  behavior  nor  necessarily  deter  him  from 
further  acts  of  abuse.  Since  guilt  must  be  proved 
beyond  a  reasonable  doubt,  lack  of  evidence  may 
make  it  impossible  to  obtain  a  conviction.  Witnesses 
are  protected  against  self-incrimination  and  a  parent 
cannot  be  forced  to  testify  against  his  own  interests. 
When  such  prosecution  fails,  the  parent  may  feel  even 
more  punitive  toward  his  child,  more  immune  from 
outside  interference,  and  more  justified  in  his  actions. 
In  addition,  the  publicity  which  surrounds  a  trial  often 
makes  it  more  difficult  to  work  with  the  parent  after- 
wards. Even  where  legal  action  against  the  parent 
might  be  possible,  the  child's  interests  are  usually  bet- 
ter served  by  not  pressing  charges.^^ 


Juvenile  Court  actions  on  behalf  of  a  child  are  not 
criminal  prosecutions  against  any  person,  so  proof  of 
guilt  beyond  a  reasonable  doubt  is  not  required.  But, 
even  here.  Court  decisions  must  be  based  on  a  pre- 
ponderance of  evidence  and  any  case  referred  to  the 
Juvenile  Court  must  be  fully  documented.  Witnesses 
before  this  Committee  cited  instances  of  how  the 
jolice  and  court  system  fell  short  in  protecting  the 
rights  and  well-being  of  children.  In  some  cases,  a 
lome  situation  gave  every  sign  that  it  would  develop 
into  danger  for  the  child,  but  it  had  not  done  so  as 
yet.  In  other  situations,  mistreatment  of  the  child  had 
ipparently  already  occurred,  but  it  could  not  be 
jrcven  or,  if  it  was  proven,  the  parent  was  put  on 
jrobation  or  given  a  light  sentence  and  the  family 
resumed  life  as  before  without  further  assistance. 
There  were  also  cases  described  where  court  inter- 
irention  came  too  late,  after  the  parent  had  seriously 
njured  the  youngster.  Finally,  there  were  instances  of 
larm  to  children  that  were  sufficient  for  concern,  but 
lot  for  formal  legal  action,  so  nothing  could  be  done. 

^rs.  Ruth  Rushen  of  the  Los  Angeles  County  Pro- 
)ation  Department  testified  that  the  actions  which  the 
jolice,  the  Juvenile  Court  and  her  own  department 
;an  take  are  limited.  She  summarized  the  need  for  a 
lew  agency  outside  the  present  system  as  follows: 

'We  feel  that  society  must  accept  that  fact  that  some 
jsarents  are  inadequate  in  some  ways  and  will  remain 
oadequate.  These  situations  call  for  long-term,  realistic 
)lanning  which  would  not  include  taking  these  chil- 
Iren  in  and  out  of  their  homes,  in  and  out  of  court, 
nd  in  and  out  of  foster  homes,  but  rather  providing 


a  kind  of  service,  for  example,  parental  aid,  and  leaving 
the  children  at  home.  An  agency  small  enough,  and 
with  its  entire  focus  on  the  protection  of  children, 
could  provide  this  sort  of  service. 

"The  police  will  only  pick  a  child  up  when  the  sit- 
uation is  provable,  you  see,  so  they  have  to  go  on 
provables.  So  a  lot  of  times  when  they  get  out  and 
they  can't  prove  anything,  they  do  what  they  call 
'counsel  and  release,'  they  simply  counsel  and  tell  the 
parents  to  not  do  it  anymore.  'If  you  did  do  it,  don't 
do  it  anymore,'  and  they  keep  an  eye  on  the  situation. 
We  seldom,  only  in  extreme  situations,  get  the  first 
contact  with  the  police.  Usually  when  we  get  it,  the 
police  have  been  out  several  times. 

"In  other  words,  this  is  what  we  are  saying,  it  has  to 
be  within  the  framework  of  the  law.  And  anything 
physically  and  psychologically  could  be  happening  to 
the  child  while  the  slow  wheels  of  the  law  grind  out. 
This  is  not  really  protecting  the  youngster." 

"Mn  a  recent  case  before  the  Brootlyn  Family  Court,  Judge 
Harold  Felix  took  unprecedented  action  in  the  case  of  an 
infant  suffering  from  broken  legs  and  ribs.  Charged  with 
abuse,  the  parents  sought  dismissal  for  lack  of  evidence 
against  them.  Judge  Felix  invoked  the  neghgence  law 
pnnciple  of  res  ipsa  loquitor  (the  thing  speaks  for  itself). 
When  he  received  no  satisfactory  explanation,  he  removed 
the  child  from  its  parents,  setting  a  course  that  courts  in 
other  states  may  find  persuasive. 

Swollen  feet  of  neglected  i -year-old  girl 
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An  example  of  where  the  wheels  of  justice  ground  too 
slowly  was  described  to  the  Committee  by  Los  An- 
geles Police  Sergeant  Shirley  Maxwell. 

The  first  part  concerns  this  two  year  old  boy, 
who  was  brought  to  our  attention  after  a  neighbor 
anonymously  contacted  the  police  department  and 
stated  that  they  believed  that  this  two  year  old 
boy  was  being  severely  mistreated.  We  had  no 
other  information  except  the  address  and  the  fact 
that  people  lived  in  the  back  and  that  there  were 
four  or  five  children.  We  went  to  the  home  and 
after  viewing  the  house,  we  found  it  to  be  in 
immaculate  condition.  Tlie  young  mother — she 
was  only  22  or  23 — was  also  in  a  very  clean,  very 
kempt  condition,  and  the  four  children  she 
brought  out  to  show  us,  all  under  five,  were 
nicely  dressed  and  well-cared  for.  But  when  we 
insisted  on  seeing  the  two  year  old  that  we  had 
come  to  view,  she  brought  him  out  from  a  back 
room  and  he  was  covered  with  various  marks, 
scars,  scratches  and  he  had  an  infected  burn  on 
his  buttocks  and  on  the  back  of  his  neck  that 
had  not  been  treated.  We  asked  her  how  it  hap- 
pened, and  she  told  us  a  story  about  how  he  fell 
against  the  hot  stove,  and  because  of  the  care  of 
the  other  childen,  she  wasn't  able  to  take  the  child 
to  the  hospital. 

We  realized,  even  in  our  lay  opinion,  that  the 
child  was  in  need  of  immediate  medical  attention, 
so  we  took  the  baby  over  the  Children's  Hospital. 

Anyway,  we  hospitalized  the  child  at  Children's 
Hospital  and  took  him  into  protective  custody  so 
that  the  mother  could  not  come  and  get  the  child 
out  of  the  hospital  and  take  it  away  until  he  had 
had  some  type  of  care.  We  checked  around  on 
our  own,  because  we  felt  that  this  baby  had  been 
mistreated  for  over  a  period  of  time,  and  being 
one  of  the  investigating  officers  on  the  case,  I 
contacted  the  County  Hospital  and  found  that 
the  child  had  been  admitted  on  two  previous  occa- 
sions in  two  previous  years,  once  with  a  second 
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degree  burns  on  both  his  hands,  and  another  time 
with  a  cut  to  his  private  parts  and  various  marks 
and  bruises.  He  was  only  two  years  old  at  this 
time.  Neither  of  these  occasions  were  reported  to 
the  police  department.  This  was  our  first  contact 
with  this  little  boy. 

We  decided  that  from  the  placing  of  the  burns 
which  were  quite  large  in  size,  about  three  by 
three — I  have  pictures  to  document  this — and  the 
fact  that  he  had  so  many  other  numerous  bruises, 
his  little  finger  was  smashed,  and  one  of  his  ears 
was  black  and  blue,  and  he  was  just  a  little  mess 
— we  did  go  back  to  the  home  the  following  day, 
and  we  talked  with  the  mother,  and  she  had  all 
these  children  running  around,  so  we  invited  her 
to  come  to  the  police  station  with  us,  which  she 
did,  and  after  we  were  there  for  a  while  and  put 
the  children  in  another  room  so  we  could  con- 
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verse  with  her,  she  acknowledged  to  us  that  this 
child  was  a  behavior  problem  to  her,  that  she  had 
associated  him  with  his  father.  Now,  all  the  other 
children  were  from  the  same  father,  except  the 
tiny  baby,  which  she  had  by  a  man  she  wasn't 
married  to,  a  common  law  husband,  who  was  in 
prison  for  a  sex  offense  on  a  teenage  girl.  But 
anyway,  she  acknowledged  to  us  that  little  Tony 
was  a  behavior  problem.  He  reminded  her  of  the 
father  who  had  been  very  sadistic  to  her  and  that 
Tony  was  just  like  his  dad,  he  looked  like  his  dad, 
he  was  always  getting  revenge  on  the  mother.  She 
had  actually  taken  a  hot  skillet  when  she  was  fix- 
ing breakfast  for  the  other  four  children,  and  she 
told  him  to  do  something  and  he  wouldn't  do  it, 
so  she  lost  her  temper,  took  the  hot  skillet,  hit 
him  on  the  back  of  the  neck  with  the  hot  skillet, 
and  also  on  the  buttocks.  This  was  quite  a  long 
investigation,  but  she  summed  it  up  with,  "God 
must  be  looking  after  mc,  because  if  you  hadn't 
come  to  take  Tony,  I  probably  would  have  killed 
him!" 
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We  did  arrest  her,  we  took  the  other  children  into 
protective  custody,  we  had  a  preliminary  hearing. 

She  was  arrested  under  Section  27 3 A  that  was 
mentioned,  endangering  the  life  and  limb  of  a 
child  by  all  these  marks  and  scars,  with  treatment 
not  administered,  etc.  She  was  found  guilty  and 
placed  on  probation,  which  would  have  been  up 
in  1966 — three  years'  probation.  We  had  a  Ju- 
venile Court  hearing,  at  which  time  our  depart- 
ment went  on  record  saying  that  it  did  not  believe 
the  child  should  ever  be  released  to  the  mother 
because  of  the  personal  feelings  that  she  could  not 
control  that  she  had  toward  that  child. 

Then  we  lost  track  of  the  case,  and  about  a  year 
after  that,  the  Hollywood  officers  received  a  call 
from  the  County  Hospital  that  the  child  had  been 
readmitted  to  the  County  Hospital  for  marks  and 
bruises,  black  eyes,  and  they  felt  that  the  child  had 
been  mistreated.  By  the  time  that  the  officers  got 
to  the  County  Hospital,  the  present  boyfriend, 
by  whom  she  had  her  last  child,  had,  without 
permission,  gone  to  the  hospital  and  removed  the 
child.  The  officers  could  not  find  the  child  for 
about  two  weeks,  by  this  time  most  of  the  bruises 
had  disappeared.  They  went  to  the  D.A.'s  office, 
and  they  could  not  get  enough  information  for 
a  criminal  filing  to  take  the  child  out  of  the  home 
again  because  the  first  matter  had  already  been 
handled. 

In  March  of  this  year,  a  doctor  was  called,  the 
baby  was  taken  over  to  the  doctor's  office,  he  was 
dead  on  arrival.  She  stated  she  had  placed  him  in 
a  bathtub,  and  while  her  back  was  turned — now 
he  was  four  years  old — he  had  drowned  in  the 
bathtub.  But  closer  examination  revealed  that  he 
had  been  struck  a  severe  blow  to  the  stomach 
area  and  had  died  because  of  a  rupture  and  peri- 


tonitis, and  he  iiad  over  a  hundred  marks,  scars 
and  bruises  on  his  body.  She  had  gotten  disgusted 
with  him  because  he  had  gone  to  the  bathroom. 
The  relationship  with  him,  as  you  can  see,  was 
not  good.  She  had  sewn  up  his'  penis  with  black 
thread  because  he  urinated  and  got  her  angry. 
He  had  a  boil  on  his  buttocks,  and  she  had  sewn 
that  up.  It  ended  up  that  she  had  to  go  to  jail. 
The  child  is  no  longer  with  us,  and  the  four  other 
children  had  been  placed  in  foster  homes  by  the 
probation  department.  We  wanted  to  go'  into 
detail  as  to  how  one  of  these  cases  can  go  on  and 
on,  and  of  course,  Tony  won't  be  suffering  any 
more. 

We  have  had  many  excellent  social  agencies  who 
do  wonderful  counseling,  but  the  people  have  to 
go  to  them,  they  have  to  be  motivated  to  call 
them  and  make  an  appointment,  and  the  service 
is  on  a  voluntary  basis.  Now,  the  protective  serv- 
ices work  so  that  the  social  worker  will  go  to  the 
home  right  then  and  there,  and  work  these  things 
out  on  an  emergency  basis. 

As  a  private  person,  and  if  I  were  a  neighbor, 
or  even  a  police  officer,  I  would  heartily  endorse 
them  because  we  need  something  between  the 
official  legalistic  action  of  the  police  department, 
who  many  times  know  it  is  a  terrible  situation, 
but  can't  do  anything  about  it  because  we  can't 
prove  it.  Maybe  we  don't  even  want  to  do  some- 
thing because  we  feel  that  this  family  is  worth 
working  with,  you  know,  in  keeping  the  unit 
together.  The  other  social  agencies,  who  because 
of  their  own  problems,  have  to  work  on  the  basis 
of  a  family  coming  to  them,  sometimes  there  are 
long  waiting  lists,  they  are  so  busy.  With  this 
person  coming  right  in  the  home  and  helping 
them  out,  they  can  get  on  their  feet. 
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Another  Committee  witness,  Los  Angeles  Police  Chief 
William  Richey,  felt  that  the  case  of  little  Tony  was 
not  atv'pical.  Complaints  against  parents  are  often  dis- 
missed, especially  in  neglect  cases.  "Last  year,  we  had 
about  512  cases  on  273 A,  child  neglect,  and  in  less 
than  half  of  those  cases  were  we  able  to  get  com- 
plaints, and  probably  half  of  those,  we  were  unable 
to  prosecute  successfully." 

The  need  for  evidence,  for  the  fait  accompli,  under 
the  court  system  caused  the  Committee's  witnesses  to 
agree  that  an  alternative  is  needed.  Dr.  Belle  Poole  of 
the  State  Department  of  Public  Health  stressed  that  the 
mortality  rate  of  the  battered  child  syndrome  is  about 
50%.  Although  the  danger  is  not  this  great  with  each 
incident  of  parental  assault,  the  risk  is  accurate  over 
a  period  of  time.  Something  must  be  done  to  help 
the  children  before  parental  abuse  reaches  crippling 
or  fatal  proportions. 

Mrs.  Helen  Boardman  of  Los  Angeles  Children's  Hos- 
pital stated  the  case  for  early  referral  and  detection 
for  preventive  purposes  in  this  way:  "Assaulting  chil- 
dren sufficiently  to  cause  injuries  is  a  crime  in  the 
State  of  California  and  I  believe  that  logically  this 
kind  of  report  should  be  made  to  law  enforcement. 
Now,  we  have  a  number  of  children  whom  we  see, 
who  have  the  first  injury,  which  is  not  a  severe  one. 
This  might  have  happened,  although  it  is  unlikely,  in 


the  way  that  the  parents  have  described,  and  the 
evidence  is  not  there  to  indicate  that  a  crime  has  been 
committed.  It  is  this  kind  of  child  who  has  the  first, 
the  minor  injury — the  three-month  old,  the  six-weeks 
old,  that  has  a  broken  arm,  a  broken  leg,  and  the 
parents  say  it  was  the  result  of  an  accident.  It  is  for 
this  kind  of  child,  on  the  first  injury,  that  we  need 
protective  services." 

Protective  services  can  also  help  in  cases  where  the 
children  are  damaged  through  emotional  neglect,  but 
where  the  matter  will  never  come  to  the  attention  of  i 
the  police  or  a  court.  The  schools  often  see  this  type 
of  child.   Dr.   Dorothy  Lyons  of  the   Los  Angeles 
schools  describes  one  such  boy:  "This  little  boy  who 
was  extremely  disturbed — I  think  he  had  a  psychiatric . 
diagnosis  of  schizophrenia,  an  eight  or  nine  year  old  i 
boy — the  family  would  not  accept  the  fact  that  they 
had  a  sick  boy.  The  father  threatened  the  school  be-- 
cause  the  school  said  we  cannot  keep  him  in  school, , 
this  boy  is  unable  to  function  in  the  classroom;  he  just  t 
sits  and  stares  out  the  window.  The  mother  was  ai 
person  who  worked,  she  had  no  responsibility  for  this  i 
child,   he   was   just  a  burden  to   them.   The  school  1 
bugged  them  because  he  was  doing  nothing  in  school. . 
.  .  .  This  is  the  kind  of  case  that  would  be  wonderful  1 
to  refer  to  protective  services  and  say,  'Can  you  helpp 
this  family  understand  their  boy's  needs?'  We  were? 
begging  the  family  to  help  their  boy." 
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Kitchen  in  a  typical  neglect  case 


Protective  Services  Administered  iiv  Puliiic  Welfare 


All  the  evidence  points  to  a  need  for  protective  serv- 
ices for  children  outside  the  Court  System.  One 
authority,  Monrad  Paulsen,  makes  the  argument  that 
there  should  be  a  network  of  protection  in  each  com- 
munity.^^ The  literature  in  the  field,  surveys  of  public 
land  private  agencies,  and  the  testimony  of  the  Com- 
mittee's witnesses  give  weight  to  the  concept  of  a 
Dublic  protective  services  agency,  as  part  of  the  wel- 
'are  system,  but  administered  separately. 

Says  another  spokesman:    "Having  worked   17  years 

livith  a  private  child  protective  agency,  I   am  most 

zognizant  of  the  place  of  the  private  agency  in  the 

:hild  protective  movement  and  the  role  it  can  still 

play.  On  the  other  hand,  we  must  recognize  that  the 

provision  of  adequate  child-protective  services  is  such 

1 11  vast  task  confronting  our  society  that  it  cannot  be 

lone  solely  as  a  private  or  voluntary  agency  effort.  It 

I  s  a  task  that  requires  the  agency  organization,  services, 

i  |md  funds  available  only  in  the  public  welfare  setting. 

t  is  a  task  that  quite  properly  should  be  supported  by 

:ax  funds"  .3* 

3ne  of  the  Committee's  private  agency  witnesses,  Mr. 
Hanual  Finbrez  of  the  Catholic  Welfare  Bureau,  con- 
:urred.  Mr.  Finbrez  defined  protective  services  as  "an 
ibligation  of  the  public  welfare,  and  not  of  a  private 
igency." 


^ost  of  the  witnesses  agreed  that  protective  services 
hould  carry  no  law  enforcement  authority  and  that 
)arents  should  be  approached  with  an  offer  of  help, 
lot  threats.  It  was  felt  that  the  public  already  has  a 
egal  agent  in  the  Courts,  and  that  law  enforcement 
Agencies  have  proven  inadequate  to  solve  the  prob- 
em  in  too  many  cases.  It  was  considered  best  to  com- 
ilctely  separate  protective  services  from  the  functions 
)f  the  Juvenile  Court  and  the  probation  department. 
\s  Mrs.  Helen  Boardman  of  Children's  Hospital  told 
jhe  Committee,  referring  to  protective  service  work- 
ers, "I  don't  know  that  they  should  have  police  au- 
hority.  I  think  that  this  would  be  wrong,  because  I 
hink  we  already  have  agencies  with  police  authority." 

Nonpunitive  Authority 

\.  protective  services  agency  organized  along  volun- 
ary,  nonpunitive  lines  would  have  sufficient  latitude 
o  meet  problems  as  they  really  are,  not  as  they  are 
iefined  by  limited  legal  criteria.  In  addition,  the  wit- 


nesses before  the  Committee  seemed  to  agree  that  the 
public  would  be  more  willing  to  report  suspected  child 
abuse  to  a  protective  services  agency  than  to  a  police 
department.  Many  people  have  an  understandable  re- 
luctance when  it  comes  to  intervening  into  the  per- 
sonal lives  and  family  affairs  of  others.  Captain  Richey 
of  Los  Angeles  made  this  rueful  comment  before  the 
Committee:  "Nobody  wants  to  be  the  bad  guy  .  .  . 
Too  often,  people  are  interested  in  protecting  the 
father  or  the  mother  who  abuses  the  child  ...  If  a 
man  drinks  himself  into  a  drunken  state  in  a  bar  and 
becomes  involved  in  a  fight,  and  somebody  knifes  him, 
there  is  no  reluctance  on  the  part  of  anyone  to  pros- 
ecute the  man  who  did  it.  But  here  we  have  a  child 
too  young  to  talk,  he  has  no  advocate,  and  some  peo- 
ple are  not  willing  to  protect  him.  They  say  let's  give 
the  parents  a  chance."  Where  prosecution  of  the  par- 
ents is  not  involved,  as  in  a  protective  services  agency, 
the  public  should  be  more  willing  to  report  situations 
suspected  of  being  dangerous  to  children. 

Having  a  service  outside  the  purview  of  legal  sanc- 
tions is  also  important  in  working  with  the  parents  of 
a  mistreated  child.  According  to  Dr.  Dorothy  Lyons, 
Physician  Supervisor  of  the  Los  Angeles  Schools,  what 
is  needed  is:  "Not  the  punitive  service,  that  service 
is  going  to  make  them  feel  that  someone  is  directing 
their  life,  but  a  service  that  is  going  to  work  with 
them  and  make  available  other  resources  in  the  com- 
munity. We  don't  have  this.  We  see  cases  frequently 
that  are  crying  out  for  help  for  a  family,  and  there 
is  no  appropriate  place  to  get  this  service." 

Other  witnesses  felt  that  the  lack  of  punitive  authority 
toward  the  parent  was  a  source  of  protection  for  the 
child,  who  might  otherwise  be  further  harmed  for 
having  placed  the  parent  in  jeopardy.  Mrs.  Wanda 
Schermerhorn  stressed  this  point:  "The  moment  that 
there  are  protective  services  available  in  a  nonpunitive, 
voluntary  setting,  and  where  a  school  principal  or 
school  teacher  or  neighbor  can  call  and  ask  for  the 
kind  of  voluntary  intervention  that  we  have  been  de- 
scribing as  protective  services,  there  is  not  the  fear  of 
retaliation.  And  I  think  this  cannot  be  underscored  too 
heavily." 


"Paulsen,  Monrad,  "Legal  Protections  Against  Child  Abuse," 

Children  (March-April,  1966). 
*  Nyden,  op.  cit.,  pp.  239-40. 
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Scalding  water  caused  tbitl 
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Court  Record  Unfair 

Some  of  the  Committee's  witnesses  also  saw  referral 
to  a  separate  protective  services  unit  as  a  way  to  avoid 
giving  children  a  court  record.  Mrs.  Ruth  Rushen  of 
the  Los  Angeles  Probation  Department  elaborated  on 
this  problem.  She  felt  that  protective  services  should 
be  provided  wherever  possible  "without  the  stigma  of 
a  court  record.  The  probation  department  wants  to 
go  on  record  today  as  feeling  very  strongly  about  this 
point:  that  many  of  these  children  are  given  court 
records  simply  because  there  is  no  other  way  to  afford 
protection,  and  since  we  work  within  the  framework 
of  the  Court,  we  have  to  abide  by  strict  limits. 

"For  example,  we  picked  up  a  family  of  eight  children 
about  two  weeks  ago.  Three  of  these  children  had  a 
temperature  of  103,  they  were  not  ill  enough  to  go 
to  the  Los  Angeles  County  General  Hospital,  but  they 
were  not  well  enough  to  go  into  the  shelter  care. 
Because  we  were  working  within  the  48  hour  limit  to 
detain  a  child,  we  had  to  file  a  petition.  This  was  very 
unfair.  These  children  did  not  need  the  protection 
of  the  Juvenile  Court,  they  needed,  rather,  a  tempo- 
rary place  of  abode  pending  a  crisis  situation." 

The  Committee  agrees  that  a  protective  services  unit 
could  probably  handle  a  situation  such  as  the  one 
described  more  appropriately  than  could  the  Juvenile 
Court.  But  even  in  those  cases  where  Court  action  is 
necessary,  the  Committee  was  in  agreement  that  chil- 
dren's records  should  be  sealed,  particularly  in  the  case 
of  dependent  children. 

Most  authorities  believe  that  the  welfare  department 
is  the  logical  place  for  child  protective  services.  The 


Children's  Bureau  of  the  Department  of  Health,  EduHi 
cation  and  Welfare  recommends  that  the  welfare  de-e 
partment  be  the  receiving  agency  for  complaints  oil 
child  neglect  and  abuse.  The  welfare  department  m 
an  established  agency,  well  known  in  the  community;] 
It  is  clearly  separate  from  the  court-connected  au-ij 
thority  of  police  and  probation,  which  should  mak&j 
the  public  less  hesitant  to  give  referrals;  at  the  same, 
time,  its  staff  is  accustomed  to  cooperating  with  thosetj 
agencies  in  cases  involving  children.  Finally,  the  inclu-  j 
sion  of  protective  services  for  children  within  thej 
scope  of  welfare  department  functions  is  in  accordij  j 
with  the  new  emphasis  that  the  welfare  department  isij 
not  just  an  agency  to  disburse  funds,  but  an  agency 
responsible  for  rehabilitation  and  social  service. 


■IB 


Dr.  Dorothy  Lyons  of  the  Los  Angeles  City  Schoolsl 
summarized  it  in  this  statement:  "Because  of  the  mag-;j 
nitude  and  nature  of  the  problems  with  which  theyv 
must  cope,  we  are  agreed  that  protective  services  must 
be  extended  and  developed  primarily  under  the  aus- 
pices of  public  agencies.  It  is  clear,  also,  in  the  light 
of  all  relevant  considerations,  that  the  preferred  loca-j  ( 
tion  for  these  new  and  extended  services  should  be  int  i 
separate,  clearly  defined  units  within  county  welfare^ 
departments."  if! 

Six  county  welfare  departments  have  already  oper- 
ated protective  services  projects  on  a  demonstration 
basis  with  considerable  success.  Some  of  these  will  be 
discussed  later.  See  the  Appendix  for  Sacramento] 
County's  Protective  Services  Plan,  as  an  example  of^ 
what  is  being  done. 
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Financing 


It  order  for  welfare  departments  to  assume  the  task 
c  child  protection,  funds  are  needed  for  new  staff 
vth  specialized  training  and  experience.  The  regular 
\jrkers  in  the  ongoing  county  caseloads  are  not  gen- 
edly  qualified  to  deal  with  the  special  problems  in 
t;  protective  area  and,  even  if  they  were,  they  could 
rt  devote  the  time  in  addition  to  their  regular  duties. 
Fotective  services  should  be  a  separate  function,  with 
hfhly  trained  staff  who  work  on  an  intensive  basis, 
liey  will  have  to  face  the  problems  of  working  with 
uper  and  middle  income  families  and  with  families 
kjio  often  will  be  resistive  to  their  efforts.^'^ 

Siff  costs  money  and  funds  will  be  needed  to  estab- 

lii  protective  services  on  a  statewide  basis,  either  in 

canty  welfare  departments  or  in  district  or  regional 

oices.  Dr.  Lyons  told  the  Committee,  and  the  other 

Mtnesses    and    interested    parties    concurred,    that: 

"unds  for  these  new  and  extended  services  must  be 

Slight  predominately,  if  not  wholly,   from  Federal 

al  State  sources."  One  Federal  source  is  the  75% 

Fderal    reimbursement    provided    under    the     1962 

ftnendments  to  the  Social  Security  Act,  to  administer 

uvice  programs  for  public  assistance  recipients  and 

S    other  low  income  persons  who  otherwise  might 

D;ome  recipients.  In  addition  to  this,  the  State  re- 

:ves  each  year  a  grant  of  Federal  funds  to  be  used 

M  stimulate  statewide  child  welfare  services.  Some  of 

se  funds,  which  amount  to  something  less  than  $3 

lion  in  the  current  year,  could  be  used  to  help 

klop  this  service.  Finally,  Aid  to  Families  with  De- 

ident  Children  (AFDC)  funds  now  cover  the  cost 

foster  home  care  for  the  children  in  foster  care 

0  are  eligible  for  public  assistance.  Public  assistance 
ids  would  continue  to  be  a  foster  care  resource  for 
ible  children. 

More  Federal  Aid 

ihould  also  be  mentioned  in  regard  to  financing  that 
reases  are  anticipated  in  the  amount  of  Federal 
ney  available  for  services  to  children,  and  there  is 
xong  move  throughout  the  country  aimed  at  bring- 
about  Federal  reimbursement  for  the  cost  of  care 

1  service  for  children  not  linked  to  AFDC.  The 
;d  to  include  families  at  all  income  levels  was 
sssed  in  testimony  given  by  Mr.  Leonard  Panish, 
puty  Director  of  the  Los  Angeles  Bureau  of  Public 
iistance.  Since  "neglected  and  abused  children  come 
m  all  economic  levels  .  .  .  that  service  must  be 


available  to  any  child  whose  present  or  future  is  en- 
dangered by  parental  neglect.  This  requires  that  such 
a  program  must  not  be  limited  to  families  who  meet 
certain  residence,  income  or  property  requirements, 
because  all  children  should  be  guaranteed  protection 
.  .  .  protective  services  should  have  priority  to  those 
families  not  known  to  any  social  agency." 

Federal  legislation  now  pending  (H.R.  16760,  H.R. 
14771,  S.  3723  and  others)  would  authorize  open- 
ended  federal  matching  grants  for  child  welfare  serv- 
ices, with  75%  for  salaries  and  training  and  a  variable 
amount  for  such  programs  as  day  care  and  foster  care. 
If  Federal  funds  should  be  made  available  for  protec- 
tive services  for  all  income  levels — and  it  is  strongly 
recommended  that  California  support  such  a  move — 
this  added  money  in  all  probability  would  be  chan- 
neled through  state  welfare  departments,  since  the 
administration  of  child  welfare  services  by  public 
welfare  departments  is  the  pattern  throughout  the 
country.  Apart  from  the  other  considerations.  Federal 
financing  is  a  principal  factor  in  recommending  that 
child  protective  services  be  established  in  public  wel- 
fare departments. 

State  Contribution 

In  addition  to  Federal  financing,  state  expenditures  will 
be  required.  Where  75%  Federal  matching  is  avail- 
able, the  state  will  have  to  put  up  the  additional  25%. 
In  the  case  of  services  to  families  on  higher  income 
levels,  child  welfare  funds  can  be  used,  but  these 
funds  are  Hmited  and  some  state  supplementation  will 
be  necessary.  Although  most  of  the  supplementary 
financing  will  have  to  be  provided  by  the  state,  coun- 
ties also  have  a  financial  investment  in  protective  serv- 
ices. Future  probation  costs,  which  are  wholly  county- 
financed,  stand  to  be  reduced  through  an  effective 
protective  services  program.  In  addition,  many  coun- 
ties are  already  investing  some  county  funds  into  child 


'■  A  recent  study  substantiates  the  need  for  protective  services 
as  a  separate  function  of  the  local  welfare  department. 
Regular  AFDC  workers,  even  those  with  graduate  training, 
were  less  effective  in  dealing  with  protective  services  prob- 
lems in  their  caseloads  and  more  legalistic  in  their  approach 
to  these  problems  than  were  workers  in  a  separate  unit 
whose  only  task  was  to  provide  protective  services  for 
children.  Streshinsky,  N.,  et  al  "A  Study  of  Social  Work 
Practice  in  Protective  Services:  It's  Not  What  You  Know, 
It's  Where  You  Work,"  Child  Welfare  (October,  1966) 
pp.  444-450,  471. 
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welfare  and  protective  services  and  this  contribution 
should  be  continued. 

Estimates  of  the  total  cost  of  a  statewide  protective 
services  program  vary  according  to  the  estimates  of 
the  numbers  of  children  needing  this  service.  As  we 
have  discussed  earlier,  not  only  have  there  been  no 
statewide  surveys  of  the  numbers  of  children  involved, 
but  there  are  no  fixed  definitions  of  abuse  and  neglect. 
Although  any  new  program  faces  the  difficulty  of 
predicting  costs,  this  should  not  be  an  argument 
against  program  initiation. 

Cost 

The  special  demonstration  projects  operated  by 
county  welfare  departments  do  give  some  ideas  of 
cost.  Los  Angeles  County  has  two  protective  services 
units,  one  financed  by  a  Federal  grant  and  the  other 
by  Los  Angeles  County  itself.  The  total  cost  of  the 
two  units,  which  include  the  services  of  six  social 
workers  and  six  emergency  foster  homes,  as  well  as 
some  homemaker  service,  is  about  $60,000  to  |70,000 
per  year.  One  hundred  and  fifty  families,  or  an  aver- 
age of  300  children,  are  served  by  these  two  units. 
With  75  workers  and  15  supervisors,  Mr.  Panish,  Dep- 
uty Director  of  the  Los  Angeles  County  Bureau  of 
Public  Assistance,  estimated  that  1875  families,  or 
twice  that  many  children,  could  be  served  at  any  one 
time.  This  would  give  limited,  but  fairly  widespread 
coverage  to  the  county.  The  cost  of  this  service  would 
be  about  $1  million  in  Los  Angeles  County. 

If  the  pending  Federal  legislation  is  successful  in  1967, 
it  should  be  possible  to  match  California's  current 
child  welfare  investment  of  135  million  with  federal 
revenues  sufficient  to  finance  a  comprehensive  protec- 
tive services  program  at  no  additional  state  cost. 


A  city  slum  area 


The  Operation  of  a 
Protective  Services  Uni 


I 


The  concept  of  a  protective  services  agency  for  ch' 
dren  includes  an  organized  method  for  receiving  i 
ferrals  and  dispensing  services  to  neglected  and  abusi 
children.  In  carrying  out  its  function,  a  social  agent 
receives  referrals  from  police,  schools,  courts,  neigi 
bors,  physicians,  and  other  agencies.  Then  the  agenr 
sends  a  social  worker  to  the  family's  home.  He  coi 
fronts  the  parents  with  the  community's  concern  ar 
tries  to  find  out  about  the  quality  of  child  care  tht' 
do  (or  could)  provide.  When  this  care  is  inadequa' 
the  worker  offers  to  help  them  improve  their  paren- 
abilities  through  counseling  and  concrete  assistans 
aimed  at  benefiting  their  children  and  avoiding  J 
venile  Court  action  and  possible  loss  of  custody.  Tl^ 
social  worker  may  continue  to  see  the  family  fou; 
short  or  extended  period  of  time,  depending  on  t 
situation.  He  is  not  empowered  to  remove  the  childfii 
from  the  home,  but  if  he  thinks  the  children  are- 
danger,  his  agency  may  petition  the  Probation  D 
partment  and  the  Court  for  their  removal.  Sometinr 
he  may  be  able  to  persuade  the  parents  to  place  t  t 
children  voluntarily,  perhaps  on  a  temporary  bai  i) 
until  solutions  are  found  to  family  problems.  i  tl 

Informed  Public 

A  protective  services  agency  does  not  necessarily  w#l 
for  crises  to  occur,  it  attempts  as  much  as  possible  jjl 
prevent  gross  harm  to  children  before  it  happens, 
achieve  this  goal,  a  protective  services  unit  will  t^ft 
only  wait  for  complaints  and  referrals,  but  will  mai 
an  effort  to  inform  the  public,  the  schools  and  ott 
agencies  of  the  signs  of  child  neglect  and  abuse.  EitK 
on  its  own,  or  through  community  surveys,  it  may  t 
to  discover  families  who  may  need  its  services.  Sonr 
times  workers  making  an  informational  survey  abc 
employment  in  a  community  or  some  other  subjd 
will  find  families  anxious  for  help  with  family  pre 
lems.^*"'  In  certain  areas,  the  indigenous  case  aide  mij 
be  a  helpful  ally  to  the  social  worker. 

Protective  services  has  no  magical  rules.  It  is  a  set 
of  activities  designed  to  help  inadequate  parents  a 
their  children,  activities  which  must  be  modified  : 
cording  to  the  requirements  of  each  situation. 


"Key,  William  H.,  "Controlled  Intervention— The  Help 
Professions  and  Directed  Social  Change,"  American  Jo 
nal  of  Orthopsychiatry  (April,  1966)  p.  403. 
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Special  Skills  and  Tecliniaues 


. 


Dably  the  most  essential  factor  in  the  success  of 
rotective  services  program  is  the  quality  of  the 
)(al  work  staff.  They  should  be  provided  with  spe- 
iazed  in-service  training.  Protective  services  workers 
lit  be  well-trained  academically,  knowledgeable,  in- 
;lgent  and  imaginative,  and  they  must  also  possess 
If,  ability  to  relate  to  uncooperative  and  disturbed 
eple.  A  good  protective  services  worker  demon- 
rces  the  qualities  of  warmth,  tact,  sensitivity,  flex- 
ii(Cy  and  ingenuity.  Here  is  one  client's  description 
f  ler  social  worker: 

One  thing  I  definitely  like  about  my  worker  is  that 
;  she's  always  pleasant  and  cheerful.  She's  the  only 
person  or  human  being  I  see  all  week  except  my 
howling,  snarling  kids  and  they're  always  fight- 
ing .  .  .  but  the  minute  she  comes  .  .  .  she  makes 
1 1  you  feel  glad  that  she's  actually  there.^^ 

ective  services  work  cannot  be  a  science,  in  the 
e  that  every  outcome  can  be  made  predictable. 
past  experience  and  practice  cast  light  on  prob- 
outcomes  and  possible  goals. 

i  limited  experience  in  the  field  so  far  has  shown 
I  where  parents  severely  abuse  their  children,  there 
ually  no  visible  change  toward  a  more  constructive 
r  of  life  as  long  as  the  family  members  remain  to- 
ler.  Occasionally,  by  strong  prohibition  and  active 
eillance,  outward  conformity  on  the  part  of  abus- 
parents  can  be  achieved.  This  is  usually  a  conform- 
bom  of  fear  and  suspicion,  not  of  inner  conviction, 
[ere  the  social  worker  is  able  to  exercise  personal 
lority  and  not  show  fear  or  weakness,  he  can  some- 
;s  control  an  abusive  parent  even  though  his  actual 
enforcement  authority  is  nonexistent. 

Child  Removal 

re  progress,  however,  seems  to  result  from  removal 
;ither  the  abusing  parent  or  the  children  from  the 
le.^^  Usually  the  abusing  parent  does  not  leave 
mtarily;  when  he  does,  it  is  because  the  social 
■ker's  influence  has  diminished  his  power.  More 
in,  his  absence  is  due  to  imprisonment  either  for 
nses  involving  the  children  or  some  other  activity, 
lally  by  this  time,  a  great  deal  of  damage  has  al- 
ly been  done  to  the  children.  Rehabilitation  of 
sive  parents  is  a  lofty  aim,  but  not  usually  a 
listic  one.  Time,  which  measures  the  inexorable 
of  children's  mental  and  physical  development,  is 
lajor  factor  with  which  to  contend. 

:he  case  of  very  abusive  parents,  we  must  continue 


to  look  for  ways  to  mitigate  the  effects  of  parental 
actions,  short  of  outright  separation  between  the  child 
and  parents.  Removal  of  a  child  from  his  home  is 
nearly  always  an  imperfect  solution  to  the  problem, 
but  in  the  absence  of  alternatives,  is  preferable  to  se- 
vere suffering  and  the  risk  of  death.  Although  a  pro- 
tective services  unit  will  experiment  with  new  ap- 
proaches, it  should  not  experiment  with  leaving  the 
cliild  in  the  home  if  the  danger  is  imminent  and  if  re- 
moval by  the  Court  can  be  justified.  Where  the  danger 
is  not  sufficient  for  Court  action,  but  where  the  social 
worker  judges  it  to  be  great,  there  may  be  room  for 
prudent  experimentation. 

Helping  Neglectful  Parents 

The  prognosis  for  neglectful  parents  is  somewhat  more 
hopeful.  Compared  with  abusive  parents,  neglecting 
parents  are  more  amenable  to  counseling  and  direction 
from  a  social  worker,  especially  during  their  children's 
early  years.  As  the  children  grow  older,  the  burden 
of  parental  responsibility  lessens  and  these  parents  are 
better  able  to  cope  without  outside  help. 

Just  as  the  social  worker  must  sometimes  use  authori- 
tative methods  with  abusive  parents,  authority  is  a 
tool  in  working  with  neglectful  parents.  Authority 
should  not  be  seen  as  punishment.  For  the  neglecting 
parent,  the  social  worker's  authoritative  direction  may 
mean  a  relief  from  overwhelming  responsibilities. 

"The  psychologically  well  equipped  worker  is  not 
afraid  to  use  authority  on  a  positive  basis  after  it  has 
been  diagnosed  as  appropriate  for  the  individual  and 
the  function  of  the  agency.  Much  protective  work  is 
simply  casework  with  deeply  disturbed  or  neurotic 
parents.  Caseworkers  have  had  to  learn  about  author- 
ity, just  as  they  have  had  to  learn  about  the  principles 
of  'rights'  and  'needs'."  ■'"' 

After  the  social  worker  has  given  firm  direction  and 
support  to  the  neglecting  parent,  a  recognition  of  the 
relationships  between  cause  and  effect  in  day-to-day 
planning  must  be  built  up.  The  mother  who  appears 
unable  to  realize,  that  in  order  to  provide  breakfast 
for  a  child,  it  is  necessary  to  have  milk  and  cereal  in 
the  house  is  not  lacking  in  intelligence;  rather  her  own 
needs  prevent  her  from  thinking  of  the  needs  of  her 

"  Overton,  Alice,  Clinent's  Observations  of  Social  Work  (St. 
Paul:  Family  Centered  Project,  Community  Chest,  1959). 

*■  Young,  op.  cit.,  p.  116. 

™  Hamilton,  Gordon,  The  Theory  and  Practice  of  Social  Case- 
work (New  York:  Columbia  University  Press,  1940)  p.  289. 
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children.  The  social  worker,  homemaker,  or  commu- 
nity aide  must  help  her  with  the  thinking  and  planning 
process.  Similarly,  the  person  who  cannot  get  his 
children  to  the  doctor  often  must  have  someone  go 
along  with  him.  As  the  client  progresses,  this  kind  of 
support  will  no  longer  be  necessary. 

Hotv  Parents  Can  Be  Strengthened 

Neglecting  parents  respond  well  when  a  homemaker 
or  child  care  program  assumes  part  of  their  parental 
burden.  They  also  often  try  to  use  their  limited 
strength  to  help  rather  than  thwart  their  children. 
Neglecting  parents  may  sometimes  be  indifferent  to 
their  children,  but  with  patient  help  to  sustain  them 
during  their  children's  early  years,  the  effects  of  neg- 
lect on  the  children  can  be  diminished. 

Mrs.  Schermerhorn,  a  child  welfare  consultant  to  the 
Los  Angeles  County  Schools,  gives  an  example  of  a 
neglectful  parent  who  responded  well  to  the  help 
offered  her.  This  woman,  in  her  mid  twenties,  had 
never  been  married,  but  had  had  five  children.  The 
first  baby  was  born  when  she  was  1 3  and  was  a  child 
of  incest. 

The  woman  had  never  had  a  chance  to  mature,  much 
less  to  learn  to  be  a  good  parent.  Her  house  was  filthy 
and  her  children  slept  on  bare  urine-soaked  mattresses. 
The  plaster  on  the  walls  was  full  of  holes  where  mice 
and  rodents  could  enter.  After  being  supplied  with 
funds  for  plaster  and  paint,  Mrs.  Schermerhorn  re- 
counts that  the  woman  "personally,  with  her  own 
hands,  plastered  her  living  room,  papered  her  living 
room,  painted  that  place.  But  she  had  to  be  taken  a 
step  at  a  time  in  order  to  be  taught  how  to  do  this. 
She  didn't  know."  The  same  woman  married  for  the 
first  time  not  long  after  these  events. 

Even  more  hopeful  are  the  families  where  neglect  is 
not  so  extreme.  These  will  probably  make  up  a  large 
proportion  of  the  cases  of  a  voluntary  protective  serv- 
ices program,  since  parents  in  the  very  extreme  cate- 
gory are  more  likely  to  find  their  way  to  the  Juvenile 
Court  instead.  The  behavior  of  less  seriously  inade- 
quate parents  is  both  less  harmful  to  the  children  and 
less  deeply  rooted  in  the  parents'  personality,  making 
protective  services  more  realistically  rehabilitative  in 
nature.  Often  only  short  term  assistance  is  needed;  a 
change  in  environment,  the  mitigation  of  loneliness, 
and  the  offering  of  practical  assistance  may  tip  the 
balance  toward  normalcy  in  some  of  these  families. 

Sergeant  Shirley  Maxwell,  of  the  Los  Angeles  Police 
Department,  cited  an  instance  where  short  term  pro- 
tective services  in  a  case  of  moderate  neglect  pre- 
vented a  family's  deterioration  into  full-scale  neglect. 

When  I  worked  in  the  Hollywood  area  ...  I 
had  been  working  on  a  Sunday  morning  and  got 


a  call  from  a  neighbor  who,  again,  would  n 
give  her  name  because  she  did  not  want  to  b 
come  involved,  but  that  there  had  been  five  eh; 
dren    left    alone    all    night    long.    They    we 
running  around  the  streets  and  she  was  afra 
something  would  happen  to  them,  and  she  thoug, 
police  officers  should  come  out. 
I  went  out  there.  The  house  was  a  mess,  but 
was  not  an  unfit  home  ...  I  talked  with  the  ol: 
est  boy  who  was  fourteen  and  asked  where  I 
daddy  was.  His  mom  and  dad  were  divorced,  1 
father  was  living  out  in  the  valley  with  a  nei 
family,  a  new  wife.  The  mother  had  not  con 
home  from  work  the  day  before  and  they  didtj 
know  where  she  was.  We  realize  that  a  fourtei 
year  old  responsible  child  can  babysit  for  a  i4 
hours  or  for  a  period  of  time,  but  this  wasi 
combination  of  things.  I  mean,  the  messy  horn' 
the  fact  that  the  mother  hadn't  come  home,  t 
fact  that  the  children  were  left  alone  all  nigb( 
they  were  fighting,  and  there  wasn't  enough  fow 
in  the  house,  that  sort  of  thing. 

When  the  mother  returned,  she  recounted  to  Sergeij 
Maxwell  that  she  had  been  out  with  one  of  the  m 
at  her  office,   had  a   few   drinks,   and  had  gone 
his  apartment;  she  was  very  contrite  and  agreed  si 
could  use  some  help.  The  Hollywood  area  had  a  prj 
tective  services  project  at  that  time. 

Sergeant  Maxwell  referred  the  family  to  the  Burej 
of  Public  Assistance  for  protective  services.  Protectii 
services  sent  a  homemaker  to  help  clean  up  and  pbi  ^ 
better  care  of  the  home.  The  social  worker  discussij 
the  possibility  of  sending  the  older  boys  to  live  wf! 
their  father  and  arranged  child  care  for  the  youngct  < 
child  while  the  mother  worked.  "With  the  help  of  t 
worker  from  BPA,  who  came  into  the  home  to  h^ !' 
the  mother  work  out  her  problems,  we  were  able  -  ' 
salvage  that  family  unit,"  Sergeant  Maxwell  reportff 

The  experience  of  the  demonstration  projects  and  ti 
results  of  several  national  studies  of  protective  servic  ■ 
have  shown  that  approximately  two-thirds  of  the  fan: 
lies  served  improve  sufficiently  to  make  formal  Cov 
action  unnecessary.*"  j 

"Cheney,  Kimberly,  "Safeguarding  Legal  Rights  in  Providij 
Protective  Services,"  Children  (May-June,  1966)  p.  86. 
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Recurring  Issues 


r  iddition  to  successes,  protective  services  will  have  its 

;1  re  of  frustrations.  Most  families  will  not  be  coming 

the  welfare  department  with  a  problem,  asking  for 

i;  stance.  The  social  worker  may  have  to  go  to  the 

nt's  home,  even  though  the  latter  has  not  sought 

help  and  considers  the  worker  a  pest  or  a  nuisance. 

s^Tie  cases  will  respond  very  slowly.  When  the  social 
iv)rker  is  called  at  all  hours  of  the  day  and  night  be- 
plise  of  emergencies  in  the  same  family — the  husband 
isdrunk,  the  daughter  is  pregnant,  the  son  has  run 
ray  from  home — he  may  wonder  when  it  will  ever 
:ii  or  whether  he  will  ever  be  able  to  do  anything 
f(i  this  family. 

[i  other  cases,  protective  services  will  not  help,  and 

:l   worker  will  just  have  to  withdraw  and  hope  for 

tif  best  rather  than  risk  aggravating  the  situation. 

■)  rial  workers  must  be  aware  that  an  offer  of  services, 

i«ever  well-motivated,  may  be  interpreted  as  pun- 

snient  or  interference  in  intimate  family  relation- 

ilps.  There  may  be  times  when  home  conditions  are 

Tfginal,  but  when  intervention  might  be  premature 

D  harmful  because  it  intensifies  parental  defensive- 

ri,s  and  lack  of  self-confidence.  Care  must  be  taken 

:1 1  parental  counseling  not  burden  parents  with  re- 

rorcement  of  their  self  doubt  and  guilt  about  their 

le-taking  ability.^  ^ 

i 

le  fact  cannot  be  overlooked  that  in  some  parents 

itility  is  aroused  by  anything  that  would  alter  the 

nily  pattern  on  which  their  own  morbid  sense  of 

jll-being  depends.  The  rights  of  parents  cannot  be 

Id  as  a  rationalization  against  the  duty  to  provide 

propriate  care  for  children.  On  the  other  hand,  due 

pcess  must  be  observed  and  rights  to  privacy  cannot 

i!  abridged  without  legal  authorization. 

[f  the  parent  refuses  to  deal  with  the  protective  serv- 
worker,  even  after  repeated  efforts,  the  worker 

St  either  recommend  legal  action  to  the  appropriate 
ipcy  if  the  evidence  warrants  it,  or  wait  until  the 
ption  deteriorates  to  the  point  where  a  legal  judg- 
[nt,  with  legal  safeguards  for  the  child  as  well  as 
r  the  parent,  can  be  made.  In  the  growth  of  concern 
pr  the  need  for  child  protective  services,  adequate 

al  procedures  must  not  be  overlooked. 


rach,  H.,  "Parent  Education  or  the  Illusion  of  Omnipo- 
tence," Americcm  Joicmal  of  Orthopsychiatry  (24:1954) 
pp.  723-732. 
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False  Reports 

A  protective  services  unit,  like  any  other  agency  ac- 
cepting complaints,  will  be  subject  to  false  reports. 
Resentful  neighbors,  disgruntled  mothers-in-law,  and 
divorced  fathers  whose  ex-wives  have  custody  of  their 
children  may  give  protective  services  exaggerated  re- 
ports of  the  parental  mishandling  of  youngsters.  Some 
complainants  will  judge  parents  according  to  rigid, 
perfectionist  standards  and,  then,  will  demand  drastic 
and  immediate  action  from  the  protective  services 
unit.  Social  workers  must  be  able  to  judge  the  reliabil- 
ity of  the  complainant's  statements  as  well  as  those  of 
the  parent.  Here  is  one  example  of  a  report  of  im- 
proper supervision  of  a  child:  "A  neighbor  complains 
that  a  neighborhood  child  has  broken  into  her  home 
and  vandalized  the  interior.  Police  interviews  deter- 
mine that  the  child  in  question  had  been  invited  in  to 
the  home  by  the  complainant's  child,  and  together  they 
had  marked  up  the  walls  with  the  crayons  belonging 
to  the  complainant's  child."  *^ 

Finally,  the  most  difficult  task  for  the  protective  serv- 
ices worker  and  for  the  welfare  agency  for  which 
he  works  will  be  drawing  the  line  between  parental 
imperfections,  which  are  universal,  and  activities  which 
are  sufficiently  harmful  to  children  to  warrant  public 
concern  and  expenditure. 

"Neglect"  and  "abuse"  are  concepts  which  permit  no 
degree  of  certainty,  either  in  legal  definition  or  social 
application.  There  is  no  general  agreement  on  the 
fundamental  question  of  what  standard  of  care  the 
law  and  the  community  require  of  parents.  Even  if 
there  were  general  agreement  among  professionals,  no 
precise  definition  would  be  possible. 

The  worker  who  knows  this  can  guard  against  some 
common  pitfalls.  He  must  be  aware  of  his  own  cultural 
biases  in  judging  neglect  in  families  from  subcultural 
groups  other  than  his  own.  In  assessing  the  very  im- 
portant and  difficult  area  of  emotional  neglect,  the 
worker  must  take  particular  pains  to  be  objective  and 
fair,  without  losing  his  sensitivity  and  empathy  toward 
the  parent  or  the  child.  Protective  services  should  not 
intervene  into  family  life,  regardless  of  parental  be- 
havior, unless  there  is  evidence  that  the  parent's  be- 
havior adversely  affects  the  child.  A  child's  parents, 
for  example,  may  be  living  together  out-of-wedlock, 
but  the  child  may  not  be  harmed  by  this  and  may  not 
even  be  aware  of  it. 


Judgment  Needed 

Some  guides  for  determining  the  need  for  protective 
services  were  mentioned  in  Part  I.  The  severity  of 


the  parental  action  or  inaction  in  terms  of  its  elFec 
or  probable  effect,  on  the  child  is  one  guide.  TF 
duration  and  repetitiveness  of  the  parental  behavic 
is  another.  Parental  intent  is  important  only  insoft 
as  it  affects  the  outcome  for  the  child  and  the  outloo 
for  working  with  the  parent.  For  example,  a  paren 
who  deliberately  calculates  to  starve  his  child  is  mo* 
likely  to  achieve  that  result  than  a  parent  who  forger 
to  feed  his  child,  hence  intent  makes  the  situation  moK 
critical  for  the  child;  at  the  same  time,  the  likelihoci 
of  reversing  this  behavior  is  greater  for  the  parent  wb' 
starved  unintentionally  than  for  the  one  who  did  i 
intentionally. 


; 


The  age,  mental  ability,  and  physical  condition  < 
the  child  also  are  factors  in  determining  whether  1 
is  in  need  of  protection.  An  older  child  may  be  able  t 
fend  for  himself  or  even  to  escape  a  wrathful  pareni 
but  a  young,  mentally  deficient,  or  physically  disabltt 
child  needs  more  parental  attention  and  is  less  able  1 
defend  himself  from  parental  abuse. 


I 


A  determination  of  the  need  for  protective  servicy 
usually  rests  not  on  one  factor  or  one  behavior  on  tib 
part  of  the  parent,  but  on  a  variety  of  factors.  TI 
worker  must  use  judgment  in  weighing  these  factdill 
and  in  considering  compensating  circumstances  whlti  ' 
may  counteract  their  efl^ect.  A  child  may  be  able  ■  ' 
withstand   physical   punishment  and   even  occasion  ° 
abuse  if  his  parent  is  quick  to  forget  his  wrath  andi 
generally  affectionate.  The  child's  own  behavior  ati 
reaction  patterns  are  important  in  assessing  the  da^  , 
age  done  by  parental  actions.  If  a  child  is  withdraw  ^^ 
peculiar  in  behavior,  overly  aggressive,  or  delinqueE 
there  is  more  need  for  intervention  than  if  the  child 
behavior  is  normal,  however  obvious  parental  ina^i 
quacies  appear  to  be. 


Even  though  all  the  answers — on  what  protective  sec 
ices  are  and  how  effective  they  are — are  not  in,  t] 
answers  are  sufficient  and  the  need  is  sufficient 
critical  that  a  program  must  begin  now.  As  the  p^ 
gram  operates,  facts  and  concepts  can  be  refined  at  , 
information  gathered  for  a  better  evaluation.  Withcj 
a  program,  speculative  research  can  go  on  forev( 
with  a  program,  research  can  be  useful  and  realist 
Certainly,  ongoing  research  and  evaluation  should 
part  of  any  statewide  protective  services  plan. 


'  National  Study  Service,  op.  cit.,  p.  38. 
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Necessary  Auxiliary  Services 


al  workers  cannot  solve  the  problems  of  abused 
neglected  children  by  themselves.  They  need  the 
Sitance  and  skills  of  other  practitioners. 

[nemaker  service  is  one  of  the  principal  auxiliary 
(ices  which  can  make  it  possible  for  children  to  live 
I  their  own  families  in  spite  of  the  absence,  in- 
city,  or  borderline  competence  of  the  mother.  A 
emaker  is  a  mature,  specially  trained  woman  with 
|s  in  homemaking  and  child  care  who  goes  into 
|home  under  the  supervision  of  a  social  worker  to 
jy  out  specific  responsibilities.  Her  principal  func- 
js,  which  vary  according  to  the  particular  family 
Ition,  include:  taking  over  or  assisting  to  run  the 
sehold;  teaching  the  mother  to  care  for  the  chil- 
i  and  the  home  by  encouragement  and  example; 
observing  family  interaction  for  the  benefit  of 
■  planning  with  the  social  worker. 

criticism  of  homemaker  service  has  been  its  high 
,  usually  between  $20-|27  per  day  for  a  24  hour 

and  from  $1.50  to  $2.50  per  hour  on  an  hourly 
5.  Although  the  average  cost  per  child  per  day  in 
iiies  served  by  homemakers  was  $5.00  in  one 
ity,  the  cost  of  maintaining  these  same  children  in 
lelter  or  receiving  home  would  average  $10.40 
day.*^  The  homemaker  service  is  not  only  a  good 
icial  investment,  but  is  a  way  of  beginning  pa- 
al  rehabilitation  and  of  avoiding  children's  shock 
upset  at  being  removed  from  their  home. 

children  are  to  be  removed  from  their  own  homes, 
:r  involuntarily  by  the  Court  or  voluntarily  at 
ntal  request,  good  foster  homes  must  be  found. 

of  the  duties  of  a  protective  services  worker  is 
scruit  and  train  foster  parents  who  can  help  chil- 
i  who  are  partially  damaged  and  who  can  handle 

parents  when  they  visit  as  well.  A  reservoir  of 


Imposing  city  skylines  hide  pockets  of  neglect 

foster  homes,  especially  of  those  equipped  to  deal  with 
disturbed  youngsters,  is  essential  to  a  good  protective 
services  program.  Too  often,  children  must  remain  in  a 
damaging  home  environment  or  be  placed  in  an  insti- 
tution because  foster  homes  simply  are  not  available. 
The  need  for  this  type  of  care  is  especially  acute 
where  children  are  abandoned,  where  the  parents  re- 
quest removal  of  the  children,  or  where  the  mother  is 
incarcerated  or  hospitalized.  All  too  frequently  foster 
homes  are  hastily  recruited  and  foster  parents  are  not 
adequately  prepared  for  the  children  they  receive. 
The  results  under  these  circumstances  are  unhappy  for 
all  concerned.  The  child  removed  from  his  own  home 
should  be  guaranteed  that  he  is  going  to  a  better  sit- 
uation. 

Not  only  are  foster  homes  needed,  but  special  group 
homes  for  older  children  must  be  developed.  There 
should  also  be  neighborhood  emergency  shelter  homes, 
where  children  can  remain  temporarily  without  the 
major  disruption  to  their  lives  that  placement  in  a 
large  institutional  shelter  implies.  Family  shelter  care 
is  especially  important  for  infants  and  small  children 
who  need  a  close  relationship  with  a  single,  motherly 
adult.  The  Committee  recommends  a  study  of  foster 
home  care  as  part  of  a  general  study  of  standards  in 
out-of-home  care  for  children,  in  both  publicly  and 
privately  operated  facilities. 

Protective  services  units  may  want  to  try  experiment- 
ing with  such  methods  as  group  discussions,  where  par- 
ents with  common  problems  in  providing  for  their 
youngsters  can  discuss  their  personal  situations,  ex- 
change views,  listen  to  an  expert  on  nutrition  or  child 
care,  and  just  plain  socialize. 

"Ibid.,  p.  54. 
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other  Related  Services 


Protective  services  itself  cannot  provide  all  the  aux- 
iliary services  needed  to  prevent  the  mistreatment  of 
children.  But  a  protective  services  unit  has  an  obliga- 
tion to  refer  parents  to  cither  community  resources, 
such  as  special  programs  for  retarded  and  physically 
handicapped  children  or  free  school  lunches  for  low 
income  children. 

One  of  the  greatest  preventive  and  rehabilitative  serv- 
ices for  children  is  day  care.  Under  the  generic  term 
day  care,  we  are  including  preschool  programs,  after 
school  care,  and  recreation.  These  programs,  particu- 
larly when  they  seek  to  involve  the  parents,  can  en- 
rich the  lives  of  children  and  counteract  many  defi- 
ciencies in  parental  care.  More  day  care  programs  are 
needed  for  working  mothers  who  cannot  afford  com- 
mercial care.  Seasonal  workers,  especially  farm  work- 
ers, desperately  need  day  care  for  their  children.  Day 
care  is  also  a  treatment  resource  to  provide  emotional 
and  physical  relief  for  both  mothers  and  children  dur- 
ing periods  of  family  crisis  or  where  children  have 
special  physical  or  mental  problems.  The  best  kind 
of  day  care  for  infants  is  in  a  family  home  where 
they  receive  individual  attention. 

S.  T.  Cummings  stresses  the  importance  of  "commu- 
nity resources  for  treating  and  rehabilitating  deficient 
children  and  for  integrating  them  into  its  economic 
and  social  life,"  in  order  to  help  the  parents  of  men- 
tally retarded,  emotionally  disturbed,  and  physically 
ill  children  to  cope  with  the  parental  task.^^ 

Also  in  the  context  of  prevention  and  treatment,  adop- 
tion agencies  must  continue  to  seek  homes  for  children 
of  minority  racial  background  and  those  with  physi- 
cal and  mental  defects.  These  children,  along  with 
older  children  who  have  been  abandoned  by  their 
parents  and  declared  free  of  parental  custody  and 
control,  are  often  difficult  to  place,  even  though  they 
are  technically  adoptable.  Better  counseling  is  needed 
for  unmarried  mothers  who  keep  their  children,  coun- 
seling aimed  at  equipping  them  for  family  life  and 
child  care  without  a  husband's  assistance.  Several 
Catholic  agencies  have  experimented  along  these  lines 
with  the  goal  of  preventing  child  neglect  later  on. 
Too  often,  the  unwed  mother  who  decides  to  keep 
her  baby  is  cut  off  from  counseling  services  and  is 
merely  referred  to  public  welfare  for  financial  as- 
sistance.*^ 


In  order  to  effectively  fulfill  their  role  in  the  cl 
protective  field,  private  and  public  child  care  in 
tutions  have  a  special  obligation  to  provide  insen 
training  for  their  staffs.  Since  these  institutions 
often  the  only  resources  available  on  an  emergei 
basis,  there  must  be  assurance  that  conditions  are 
improvement  over  the  homes  from  which  the  child 
came.  A  review  of  private  institutional  licensing  sta 
ards  by  the  Committee  is  in  order,  as  well  as  an . 
amination  of  their  applicability  to  locally  opera 
public  facilities  for  the  care  of  minors. 

Another  preventive  measure  would  be  the  increas 
of  public  assistance  grants,  particularly  in  AFDC. 
National  Study  Service,  in  its  study  of  protective  se; 
ices,  gives  particular  attention  to  the  low  housingil 
lowances  in  the  AFDC  program,*^  which  make  af 
quate  housing  difficult  to  obtain  and  which  cut  ij 
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:  [minimum    allowances    provided    for    food    and 

4ng. 

«lcommunity  also  has  a  responsibility.  Private  as- 
j:ions,  church  groups,  and  voluntary  mothers' 
n')s  can  help  in  the  task  of  prevention  by  seeking 
:  iolated  families  who  seem  to  have  no  close  rela- 
liips.  Vulnerable  individuals,  such  as  newcomers, 
iijry  families,  and  mothers  with  several  small  chil- 
rneed  to  be  made  aware  of  existing  services  which 
I  bake  their  tasks  easier. 

i 

i\  are  some  hopeful  signs  on  the  horizon  which 
ujl  lighten  the  burden  of  protective  services. 
:js  the  growth  of  the  community  mental  health 
i^jTient  in  California,  with  its  emphasis  on  prevent- 

^stitutionalization.  Another  is  the  development 
Ij  state  Medi-Cal  program,  which  makes  medical 
ifes  available  to  many  low  income  children  and 


their  families.  A  third  hopeful  sign  is  the  growth  of 
associations  for  minority  and  underprivileged  people. 
Although  such  associations  have  some  disquieting  as- 
pects, they  are  an  expression  of  hope,  ambition,  and 
rising  expectations.  Through  association  with  others 
m  seeking  what  they  consider  just  goals,  a  number  of 
minority  group  members  have  shed  the  fatalism  and 
apathy  which  made  them  neglectful  parents.  They  can 
now  be  good  parents  because  they  have  hope  for 
their  childrfen  and  a  reason  for  living. 


Cummings,  S.  T.etal   "Effects  of  the  ChUd's  Deficiency  on 

The  Mother:  A  Study  of  Mothers  of  Mentally  Retarded, 

Chronically  111  and  Neurotic  Children,"  American  Journal 

*-  ^^f'  Orthopsychiatry  (July,  1966)  p.  607. 

•  VVessel   A/Iorns   "A  Pediatrician  Views  Adoption  and  Unwed 

Adolescent  Parenthood",   Child   Welfare    (June,   1966)    p. 

"■  Ibid.,  p.  58. 
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Conclusion 


There  is  need  for  immediate  attention  to  the  problems 
of  abused  and  neglected  children.  Many  of  them  are 
in  danger  of  death,  permanent  crippling,  and  brain 
damage,  not  to  mention  the  emotional  crippling  which 
will  make  them  unhappy  persons  and  harmful  to  their 
own  children  in  turn.  Time  is  of  the  essence  if  they 
are  to  be  saved. 

The  family  in  modern  society  has  ceased  to  provide 
entirely  for  the  basic  needs  of  children  in  terms  of 
education,  the  development  of  skills,  and  protection 
from  physical  and  emotional  neglect.  The  pubUc  must 
now  reach  out  to  families  with  the  problem-solving 
approach  of  protective  services.  The  objective  of  pro- 
tective services  is  to  strengthen  parents  in  their  ability 
to  meet  the  needs  of  their  children,  and  to  substitute 
for  the  parents  in  those  areas  where  they  cannot  be 
strengthened. 


Vital  need:  A  place  to  play 
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Recommendations 


1.  The  Assembly  Committee  on  Social  Welfare  recommends  the  estab- 
lishment of  a  statewide  protective  services  program  for  children, 
extended  to  all  children  in  need  of  protection,  regardless  of  family 
income.  This  recommendation  would  complete  the  policy  initiated 
by  the  Legislature  in  the  1966  Budget  Session,  when  it  established 
responsibility  for  statewide  adult  protective  services  in  the  State  De- 
partment of  Social  Welfare. 

2.  The  Committee  recommends  the  maximum  utilization  of  available 
federal  funds  in  support  of  this  program.  The  Committee  also  urges 
Congress  to  pass  enabling  legislation  to  more  adequately  assist  states 
in  the  child  protective  field. 

3.  The  Committee  recommends  that  protective  services  be  organized 
on  a  county,  regional,  or  state  basis,  so  that  by  1972,  they  shall  be 
available  to  every  community  in  California. 

4.  The  Committee  recommends  that  the  services  offered  to  families 
under  this  program  shall  be  voluntary,  with  an  emphasis  on  keeping 
children  in  their  own  homes.  Although  the  protective  services  pro- 
gram itself  will  not  have  law  enforcement  powers,  it  is  recommended 
that  there  be  a  close  relationship  with  police  and  probation  depart- 
ments and  that  prompt  attention  be  given  to  referrals  from  these 
sources. 

5.  Since  a  protective  services  program  requires  quality  substitute  care 
for  those  children  who  cannot  remain  in  their  own  homes,  the  Com- 
mittee recommends  an  examination  of  standards  in  all  public  and  pri- 
vate child  care  facilities  in  the  state,  both  foster  homes  and  institutions. 

6.  The  Committee  recommends  the  establishment  of  specialized  inservice 
training  for  all  personnel  working  in  the  child  protective  field.  Special 
training  should  be  offered  not  only  to  professionals,  but  to  home- 
makers,  child  care  workers,  foster  parents,  and  indigenous  aides. 

7.  The  Committee  recommends  that  the  State  Department  of  Social 
Welfare  have  the  responsibility  for  (1)  ongoing  evaluation  of  the 
program,  (2)  broad  research  into  the  incidence  of  child  neglect  and 
abuse  and  the  results  of  the  various  methods  used  to  combat  it,  and 
(3)  coordination  of  the  protective  services  program  with  related 
activities  in  probation  departments,  the  Youth  Authority,  the  Bureau 
of  Criminal  Identification  and  Investigation,  the  Department  of  Edu- 
cation, the  Department  of  Mental  Hygiene,  and  the  Department  of 
Pubhc  Health.  The  Department  of  Social  Welfare  would  report  an- 
nually to  the  Legislature  on  the  operation  and  progress  of  the  pro- 
tective services  program. 


37 


Appendix 


Sacramento  County  Welfare  Department 
Child  Welfare  Services  Division 

CHILDREN'S  PROTECTIVE  SERVICES 

I.  Nature  of  Protective  Services: 

The  Protective  Services  Program  is  planned  to  extend 
social  services  to  those  families  who  are  not  providing 
care  and  nurture  for  their  children  in  accordance  with 
the  minimal  physical,  moral  and  social  standards  of  the 
community. 

The  differentiating  aspect  of  this  service  is  based  on 
the  need  for  the  agency  to  present  the  service  to  the 
client  in  the  absence  of  a  voluntary  request  by  this 
client  for  service. 

Traditionally,  social  work  services  have  been  available 
to  the  client  on  a  voluntary  basis,  and  families  in  need 
with  capacities  for  seeking  help  have  applied  to  the 
agency.   There   has  long  been  the  recognition  that 
many  people  are  unable  or  unwilling  to  seek  help  with 
their  problems.  To  meet  this  need  for  service,  there 
has  been  established  a  concept  of  casework  principles 
and  techniques  which  is  known  as  aggressive  case- 
work. Essentially,  aggressive  casework  reaches  out  to 
the  client  and  involves  the  family  in  a  program  to 
alleviate  their  problems.  These  are  the  situations  com- 
monly referred  to  as  neglect  or  complaint  cases,  in 
which   the   family's  present  problem  is  substandard 
child  care.  The  referral  originates  with  a  source  other 
than  the  family  in  the  form  of  a  request  that  some- 
thing be  done  to  protect  the  child.  The  family  may 
be  unaware  of  the  need  for  better  standards  or  may 
be  disorganized  to  the  extent  they  are  unable  to  seek 
help.  It  then  becomes  the  responsibility  of  Protective 
Services  to   offer  a   casework  service  which   makes 
possible  the  treatment  and  rehabilitation  of  troubled 
families.    This  is  a  preventative  program  in  which 
efforts  are  made  to  restore  a  family  to  adequate  levels 
of  functioning  and  to  reduce  the  potential  for  family 
disintegration.  The  philosophy  that  this  service  pro- 
gram is  predicated  on  is  that  every  child  has  the  right 
to  a  wholesome  and  satisfying  family  life  which  pro- 
vides the  opportunity  for  healthy  development.  This 
right  has  long  been  established  in  the  mores  and  ethics 
of  our  society  and  is  firmly  underwritten  by  our  laws. 
We  also  believe  that  most  parents  are  basically  inter- 
ested  in   their   children   and   want  to   be    adequate 
parents. 


II.  The  Administrative  Structure  of 

Protective  Services: 

The  Sacramento  County  Board  of  Supervisors 
authorized  the  establishment  of  a  Protective  Serv 
Unit,  to  be  administered  under  the  Child  Wei 
Services  Division  of  the  Sacramento  County  Wei 
Department,  in  accordance  with  the  provision  of 
State  of  California  Welfare  and  Institutions  C 
§  18250. 

The  authorized  staff  is  composed  of  one  supervisor 
four  workers:  Two  of  whom  serve  families  recei' 
Welfare  Financial  Assistance;  The  other  two,  ser 
non-assistance  families. 

III.  Working  Jurisdiction: 

1.  The  Protective  Services  Unit  provides  servic 
any  families  within  the  geographical  area  of  Sa 
mento  County. 

2.  A  working  agreement  is  made  where  needed; 
where  possible,  with  those  agencies,  both  public: 
private,  which  provide  child  welfare  services.  J 
agencies  would  include  the  Juvenile  Court,  Juv: 
Probation  Department,  The  Family  Service  Agq 
Mental  Health  Services,  Health  Department,  sch 
and  any  other  child  welfare  social  agencies, 
agreements  include  a  statement  of  respective  i 
ices,  a  basis  for  differentiation  of  cases  and  serv 
and  a  method  of  case  referral  between  agenciei 
Protective  Services  does  consult  with  agei 
which  have  or  are  servicing  on  a  case  and  d 
mine  what  services  shall  be  given. 

A  case  clearance  is  made  with  Welfare  Deparai 
Master  Index. 

An  informed  community  is  part  and  substancP 
a  Protective  Services  program.  It  is  therefore  -f 
essary  that  the  community  be  informed  regui" 
regarding  the  program,  in  accordance  with  ' 
principles  and  practices  established  for  the  We  b 
Department. 

Public  information  includes  pubUc  speaking  eng^ 
ments  to  interested  groups,  TV  and  radio  apj. 
ances,  published  reports,  press  releases,  and  rej^ 
to  authorized  government  agencies.  ^ 

IV.  Casework  Procedures:  ^ 

A.  Intake 

Most  referrals  will  come  in  the  form  of  complaint  ^ 
will  be  from  interested  persons  and  agencies.  Jj 
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maints  may  be  overstated,  particularly  when  there 

ocem  that  the  interest  of  Protective  Services  must 

a)used  in  order  to  obtain  action.  Ordinarily  there 

sund  basis  for  complaints. 

|i 
ehtake  process  includes,  as  far  as  possible,  a  docu- 

iLtion  of  all  known  and  pertinent  facts  of  the 

Include  occupation,  home  address  and  tele- 

;iaking  of  a  complaint  is  directed  toward  obtain- 

ifactual  description  of  the  neglect  in  order  that 

ly  exploration  of  the  kind  and  extent  of  neglect 

e  made.  The  agency  clarifies  with  the  com- 

tint  the  services  available  and  corrects  misunder- 

cngs  regarding  the  agency's  exact  responsibility 

ti  complainant  and  client. 

j 

A  provide  confidentiality  to  all  the  parties  con- 
tned,  including  the  complainant  and  the  family. 
!;Tiplaints  of  law  violations  and  situations  of  im- 
iiient  jeopardy  of  health  and  life  of  children  are 

3;rred  immediately  to  the  proper  law  enforce- 
it  agency. 

^dating  Contact 

!  litial  agency  contact  is  made  by  the  most  appro- 
t,  method.  This  includes  a  telephone  call,  a  home 
:  »r  a  letter.  The  usual  procedure  in  establishing 
rst  contact  is  to  write  a  letter  to  the  family 
iiing  them  of  the  complaint  and  indicating  the 
lig  intent  of  the  agency.  The  letter  includes  an 
;^tment  for  either  an  office  or  home  interview 
k  family's  convenience.  There  will  be  situations 
a  no  response  will  be  received  from  the  family; 
b.will  be  necessary  to  write  a  follow-up  letter. 
II  as  well  as  the  appointment  letter,  includes  an 
qcunity  for  the  client  to  make  other  appointment 
i";ements.) 

time  is  given  the  family  to  prepare  the  home 
j:  interview,  except  in  those  situations  where  ex- 
neglect  or  abuse  is  suspected.  The  home  visit 
case  would  be  made  immediately  in  the  inter- 
protecting  the  child. 

take  interview  fully  informs  the  client  of  the 
jint,  and  by  exploration  of  the  complaint  with 
lent,  the  worker  and  the  client  determine  the 

or  service.  An  agreement  is  reached  with  the 
regarding  the  use  of  the  agency  services  in  kind 

igree.  It  is  at  this  point  the  client  voluntarily 
s  or  rejects  further  services,  and  the  agency  is 

to  the  decision.  Further  attempts  to  enlist  the 
's  cooperation  in  the  event  of  rejection  of  serv- 
e  usually  of  little  value.  The  case  then  would  be 


closed  or  in  some  rare  cases  be  referred  for  consider- 
ation by  legal  authorities. 

The  recognized  basic  casework  principles  and  prac- 
tices used  in  social  work  are  used  in  the  treatment  of 
neglect  cases.  There  are,  however,  unique  aspects  to 
the  neglect  case  which  requires  some  modification  of 
techniques  and  some  additional  understanding.  The 
client  is  not  seeking  help,  instead  the  agency  attempts 
to  help  the  client  become  aware  of  the  need  and  ac- 
quaints him  with  the  service.  Our  intervention  has 
many  negative  implications  to  the  client.  The  client 
may  regard  the  agency  as  penetrating  his  privacy  and 
threatening  his  rights  as  a  parent,  in  addition  to  chal- 
lenging his  adequacy  as  a  parent.  The  parent  must  be 
helped  to  feel  that  the  worker  not  only  has  some 
understanding  of  the  problem,  but  also  has  the  kind 
of  help  that  will  aid  in  alleviating  the  problem. 

In  those  cases  where  collateral  contacts  are  deemed 
advisable  (or  are  requested  by  the  client),  permission 
must  be  obtained  from  the  client  prior  to  any  contact. 
When  the  client  sees  the  problem  as  an  invasion  of 
parental  rights,  it  is  necessary  to  deal  first  with  the 
client's  concept  of  the  problem  before  the  problem 
of  the  child  neglect  can  be  profitably  discussed. 

To  a  large  extent  the  client's  willingness  to  accept 
services  for  child  neglect  will  depend  upon  how  the 
worker  handles  the  problem  as  presented  by  the  client. 
When  the  client  is  able  to  perceive  that  the  offer  of 
help  is  sincere  and  that  both  have  the  best  interest 
of  the  children  in  mind,  the  client  can  then  move 
into  coming  to  grips  with  the  problem.  Treatment 
of  the  problem  will  depend  upon  the  kind  and  severity 
of  the  problem  and  the  capacities  of  the  parent  to 
change.  Generally,  the  basic  social  casework  method  is 
applicable  for  diagnosis  and  treatment. 

The  time  involved  in  case  movement  is  subject  to  the 
nature  of  the  problem  and  the  client's  capacities  for 
dealing  with  his  problem.  Cases  continuing  for  an 
appreciable  length  of  time  should  be  reviewed  specifi- 
cally and  periodically  for  continued  service.  Some 
parents'  capacity  for  change  is  so  limited  that  the  pre- 
cious years  of  childhood  arc  lost  before  the  parent 
has  developed  the  adequacy  to  meet  the  child's  needs. 
Termination  of  cases  is  dependent  upon  the  criteria 
established  by  the  community  for  adequate  child  care. 
A  deterioration  below  minimum  standards  would  in- 
dicate termination  with  a  referral  for  legal  protection 
for  the  children.  Most  often  termination  results  from 
movement  in  the  direction  of  improved  standards  of 
child  care. 
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LETTER  OF  TRANSMITTAL 

California  Legislature 
Assembly  Committee  on  Natural  Resources,  Planning,  and  Public  Works 

EDWIN  L.  Z'BERG 
Chairman 

January  2,  1967 


Dnorable  Jesse  M.  Unruh 
Speaker  of  the  Assembly,  and 
jnorable  Members  of  the  Assembly- 
ate  Capitol 
icramento,  California 

3ntlemen : 


The  Assembly  Committee  on  Natural  Resources,  Planning,  and  Public  Works  submits  herewith  Part  V  of 
5  report  to  the  Legislature  on  1965-67  interim  studies.  The  first  four  parts  are  devoted  to  recreation  planning 
id  management,  the  management  of  redwood  resources,  forest  practices  and  watershed  management,  and  the 
;veIopmeut  of  marine  resources  and  beach  erosion  and  protection,  with  this  part  of  the  series  outlining  the 
mmittee  study  of  the  following  subjects : 

Highwaj'  beautification 

Beautification  and  maintenance  of  the  Capitol  Mall 

Highway  and  freeway  planning 

Eegioual  planning  in  the  Lake  Tahoe  Basin 

The  filling  of  San  Francisco  Bay 

Each  of  these  matters,  while  differing  in  scope  and  degree,  is  of  importance  to  the  orderly,  long-range  devel- 
)ment  of  California,  and  is  illustrative  of  the  increasingly  complex  problems  of  responsible  environmental  and 
sources  planning  and  management  posed  by  the  state's  rapidly  growing  population.  Three  of  these  subjects 
-highway  and  freeway  planning,  regional  planning  in  the  Lake  Tahoe  Basin,  and  the  filling  of  San  Francisco 
ay — were  studied  in  great  depth  bj^  the  committee  during  the  1963-65  interim  period,  and  a  number  of 
commendations  were  made  for  new  or  modified  public  policies  in  these  areas.  This  report  reviews  the  essence 
these  recommendations,  outlines  the  progress  which  has  been  made  toward  their  implementation,  and  the 
•oposals  remaining  to  be  effectuated.  Two  additional  1963-65  studies  of  continuing  interest  to  the  committee — 
e  administration  of  tide  and  submerged  lands,  and  riding  and  hiking  trails — will  be  included  in  the  separate 
irts  of  this  report  dealing  with  the  development  of  marine  resources,  and  recreation  planning  and  management. 

The  attached  report  presents  a  brief  review  of  each  problem  area  and  sets  forth  the  general  conclusions 
id  recommendations  of  the  committee  for  the  legislation  which  seems  indicated.  These  conclusions  and  rec- 
Qmendations  are  the  result  of  a  series  of  public  hearings  and  additional  independent  research  conducted  during 
e  interim  period. 

The  committee  expresses  its  deep  appreciation  to  the  many  organizations,  public  officials,  and  private  citizens 
ho  contributed  so  generously  and  responsibly  to  these  studies.  They  should  feel  a  sense  of  participation  in 
ly  resulting  improvements  in  public  policy. 


Respectfully  submitted, 


Alfred  E.  Alquist 
E.  RicHAKD  Barnes 
Anthony  Beilenson 

Lou  CUSANOVICH 

BuBT  M.  Hen  SON 


Edwin  L.  Z'berg,  Chairman 
CHAKiiEs  "Wabren,  Vicc  Chairman 

Stewart  Hinckley 
Chables  W.  Meyers 
George  W.  Milias 
WiNFiELD  Shoemaker 
Pearce  Young 


HIGHWAY  BEAUTIFICATION 


BACKGROUND 

The  preservation,  restoration,  and  enhancement  of 
enic  values  along  roadways  is  an  important  dimen- 
on  of  the  increasing  national  awareness  and  concern 
rer  the  impact  of  rapid  population  growth  on  both 
le  urban  and  natural  environment.  This  concern  has 
■suited  in  the  formulation  and  adoption  of  a  num- 
T  of  significant  new  federal,  state,  and  local  poli- 
es  in  recent  years  in  such  areas  as  the  control  of 
itdoor  advertising,  the  screening  or  removal  of  junk- 
irds.  the  acquisition  of  scenic  easements,  the  estab- 
ihment  of  roadside  rests,  improved  landscaping  both 
ithin  and  beyond  the  right-of-way,  and  the  designa- 
on.  protection,  and  construction  of  scenic  highways 
id  parkways. 

The  major  impetus  for  many  of  these  programs 
■rives  from  the  1958  federal  legislation  which  pro- 
ded  a  bonus  of  federal  aid  highway  funds  to  those 
ates  enacting  expanded  controls  over  outdoor  ad- 
Ttising  along  the  interstate  highway  system.  As 
le  result  of  intensive  study  of  the  subject,  the  com- 
ittee  recommended  enactment  of  the  Collier-Z'berg 
ct  of  1964,  which,  based  on  the  need  to  restore  and 
reserve  scenic  resources  and  urban  amenities  and 
mtribute  to  increased  traffic  safety,  established  the 
-inciple  of  expanded  control  of  outdoor  advertising 
California  by  regulating  advertising  along  inter- 
ate  highways.  Enactment  of  this  legislation  qualified 
alifornia  for  an  estimated  $8  million  in  additional 
deral  highway  funds  annually. 
In  1965  the  Legislature  considered  proposals  to  ex- 
nd  the  provisions  of  the  Collier-Z'berg  Act  to  the 
itire  state  highway  system.  However,  prior  to  final 
:tion  new  and  greatly  expanded  legislation  apply- 
g  to  interstate  and  primary  highways  was  intro- 
leed  into  the  Congress,  and  strongly  supported  by 
le  President  as  part  of  his  program  developing 
cm  the  1965  Wliite  House  Conference  on  Natural 
eauty.  Passage  of  this  federal  legislation  not  only 
■ovided  for  a  strengthening  of  the  control  of  out- 
)or  advertising  along  the  interstate  system,  but  also 
:tended  these  regulations  to  primary  highways,  in- 
uded  the  regulation  of  junkyards,  and  provided  for 
e  expenditure  of  additional  funds  for  highway 
autifieation,  including  the  acquisition  of  scenic  ease- 
ents.  A  key  difference  from  the  1958  law  was  the 
quirement  that  states  conform  to  the  provisions 
r  billboard  and  junlcyard  control  by  1968  or  they 
ould  begin  to  lose  up  to  20  percent  of  annual  fed- 
al  highway  funds,  which  in  California  could 
nount  to  $70  million  annually. 

Responding  to  these  new  requirements,  the  1966 
?gislature  enacted  legislation  authored  by  Assembly- 
an  Z'berg — and  coauthored  bj^  Senators  Collier  and 
arr — establishing  controls  over  junkyards  along  the 
000-mile  interstate  and  primary  highway  system, 
id  qualifying  California  to  receive  additional  fed- 
■bI  funds  amounting  to  3  percent  of  the  annual  fed- 
■al  allocation  for  highway  beautifieation  and  the  ac- 
lisition  of  scenic  areas  adjacent  to  interstate  and 
rimary  highways,  whicli  could  amount  to  $10  mil- 


lion annually  in  California.  Action  on  the  strengthen- 
ing of  controls  over  outdoor  advertising  was  deferred 
pending  further  review. 

Under  the  provisions  of  this  legislation,  the  Depart- 
ment of  Public  Works  was  requested  to  submit  a  re- 
port to  the  1967  Legislature  outlining  the  progress 
made  and  program  developed  for  the  acquisition  of 
scenic  areas,  including  the  critical  and  standards 
to  be  used  in  the  acquisition  of  these  areas.  In  No- 
vember 1966  this  committee  held  a  joint  public  hear- 
ing with  the  Senate  Committee  on  Transportation  to 
consider  both  the  scenic  areas  program  and  the  ex- 
pansion of  controls  over  outdoor  advertising. 


FINDINGS  AND  CONCLUSIONS 

While  further  consideration  of  the  scenic  areas  pro- 
gram will  await  the  report  of  the  Department  of  Pub- 
lic Works  to  the  Legislature,  the  committee  reaffirms 
the  basic  findings  and  conclusions  relating  to  the  con- 
trol of  outdoor  advertising  contained  in  its  1965  re- 
port as  follows : 

"Based  on  the  need  to  restore  and  preserve 
the  scenic  resources  of  California  and  contribute 
to  increased  traffic  safety,  the  Committee  finds 
a  clear  requirement  for  expanded  regulation  of 
outdoor  advertising  along  the  state  and  interstate 
highway  system  in  California.  The  committee 
concludes  that  this  principle  was  recognized  by 
the  State  Legislature  with  passage  of  the  Collier- 
Z  'berg  Act,  and  that  because  the  safety  and  well- 
being  of  the  public  should  receive  first  consider- 
ation on  all  state  thoroughfares,  that  subsequent 
legislation  should  extend  the  provisions  of  the 
Collier-Z'berg  Act  to  the  entire  state  highway 
system. ' ' 

The  committee  finds  further  that  the  Legislature 
should  strengthen  the  existing  controls  on  the  inter- 
state system  in  accordance  with  the  standards  set 
forth  in  the  Federal  Highway  Beautifieation  Act  of 
1965,  and  extend  them  as  appropriate  to  the  balance 
of  the  state  highway  system.  Because  of  the  potential 
problems  and  precedents  which  may  arise  from  the 
mandatory  payment  by  the  states  of  compensation 
for  the  removal  of  nonconforming  outdoor  advertising 
presently  required  by  federal  law,  the  committee  finds 
it  clearly  in  the  public  interest  that  state  legislation 
stipulate  that  the  payment  of  such  compensation  will 
be  made  only  insofar  as  it  is  required  by  federal  law. 


RECOMMENDATIONS 

The  committee  recommends  that  the  provisions  of 
the  Collier-Z'berg  Act  of  1964,  and  the  relevant  pro- 
visions of  the  Federal  Highway  Beautifieation  Act  of 
1965,  pertaining  to  the  control  of  outdoor  advertising 
along  state  and  interstate  highways,  be  extended  as 
appropriate  to  the  balance  of  the  state  highway  sys- 
tem in  California. 


BEAUTIFICATION  AND  MAINTENANCE  OF  THE  CAPITOL  MALL 


BACKGROUND 

California  is  tlio  number  one  state  in  the  Union  by 
numerous  indices,  and  is  world-renowned  for  the 
unique  and  varied  character  of  its  natural  resources 
and  colorful  history.  AVith  a  gross  income  exceeded  by 
that  of  only  five  nations — the  United  States,  Russia, 
Great  Britain,  West  Germany,  and  France — and  a 
population  18  million  expected  to  double  by  1990,  it  is 
clear  that  California  will  continue  to  maintain  and 
enhance  its  reputation  and  influence  on  the  national 
and  international  scene. 

Viewed  in  this  perspective,  it  seems  beyond  dispute 
that  the  capital  city  of  California  should  reflect  in 
special  measure  the  vitality,  imagination,  afHuence, 
prestige,  and  beauty  for  which  the  state  is  noted,  and 
in  its  design  should  be  an  expression  of  the  best  the 
state  can  produce  in  coordinated  environmental  plan- 
ning and  architectural  integrity.  Its  special  role  as  a 
place  of  importance  and  interest  to  all  the  people  of 
California,  as  well  as  to  an  increasing  host  of  national 
and  international  visitors,  elevates  the  City  of  Sacra- 
mento from  being  .just  the  largest  city  in  Sacramento 
County — and  the  Great  Central  Valley — to  its  special 
position  as  capital  of  the  number  one  state  in  the 
United  States. 

The  uniqueness  of  its  natural  setting — in  a  lush 
valley  at  the  confluence  of  two  great  rivers  close  to 
the  Mother  Lode  of  the  Sierra  Nevada,  a  place  which 
witnessed  the  shaping  of  the  West  in  the  excitement 
and  confusion  of  the  1848  gold  rush — provides  the 
opportunity,  and  challenge,  to  create  an  unusual  and 
beautiful  capital  city.  While  the  foresight  of  the  early 
Capitol  planners  in  creating  the  magnificent  Capitol 
Building  itself,  and  the  surrounding  Capitol  Park, 
and  relatively  recent  programs  such  as  the  Capitol 
Area  Master  Plan  and  the  Redevelopment  Project  for 
the  Central  City,  are  contributing  to  the  promise  of  a 
beautiful  and  pleasant  environment  in  the  immediate 
vicinity  of  the  Capitol,  insufficient  attention  has  been 
given  to  the  creation  of  an  inspiring  and  handsome 
western  approach  to  the  Capitol  Complex.  This  de- 
ficiency in  overall  Capitol  planning  is  particularly 
unfortunate  because  the  geography  of  the  western  ap- 
proaches— beginning  at  the  point  some  miles  away 
where  the  glinting  gold  or  glowing  lights  of  the  Capi- 
tol dome  are  first  glimpsed  by  the  traveler,  and  cul- 
minating at  the  Tower  Bridge  with  its  full  view  of 
the  Capitol  Complex  itself — provides  a  rare  opportu- 
nity for  a  dramatic  and  impressive  entrance  possessed 
by  few  other  cities  in  the  world.  With  the  increasing 
monotony  and  drabness  of  our  great  cities  becoming 
a  phenomenon  of  worldwide  concern,  the  opportunity 
to  "arrive"  at  a  beautifully  planned  metropolitan 
complex  could  be  a  matter  of  special  pride  to  Cali- 
fornians — and  envy  to  visitors. 

There  have  been  numerous  efforts  in  the  past  to 
create  a  more  beautiful  and  architectiirally  harmoni- 
ous Capitol  Mall,  with  specific  proposals  dating  as 
far  back  as  1913.  However,  the  concept  of  defining 
and  master  planning  the  space  needs  of  the  state  gov- 
ernment Capitol  Complex — of  which  the  mall  is  now 


proving  to  be  an  important  element — was  not  g, 
erally  recognized  until  the  middle  and  late  1950 's.  j 
this  time  the  original  Capitol  Building  and  the  ]; 
ti-anee  Court  formed  by  State  Office  Building  Ncj 
and  the  Library  and  Courts  Building,  coupled  ■«] 
the  Education,  Personnel,  and  Employment  Bu 
ings,  framed  the  eastern  end  of  the  mall  eomp  : 
with  the  Tower  Bridge  (completed  in  1936)  form^ 
the  western  axial  terminus. 

In  1959  the  Legislature  created  the  Capitol  Bui 
ing  and  Planning  Commission  with  passage  of  i 
of  the  first  major  bills  authored  bj^  Assemblyman  | 
win  L.  Z  'berg,  who  now  serves  as  chairman  of  ■  j 
committee.  Under  this  legislation  the  commission  ]j 
pared  and  submitted  a  master  plan  to  the  1961  Le  i 
lature  to  guide  the  long-range  development  of  the  i 
tire  Capitol  Complex.  This  plan,  which  was  form  i 
adopted  by  the  Legislature,  basically  recognized  i 
status  quo  with  respect  to  the  eastern  termiii:! 
the  mall,  and  recommended  that  future  expansioi ,, 
the  State  Capitol  Complex  be  generally  between  J 
and  17th  Streets,  and  south  of  the  Capitol  Park  ( 
existing  state  buildings. 

During  the  same  period  the  Sacramento  Eedf  1 
opment  Agency  initiated  its  mall  building  deve  ) 
ment  project  west  along  Capitol  Avenue  from  » 
Seventh  Street  terminus  of  the  state  building  com  ■! 
to  the  Tower  Bridge  over  the  Sacramento  River 
project,  which  has  been  made  possible  by  the  ai  .< 
cooperation  and  participation  of  the  City  of  Saa 
mento,  the  federal  government,  and  a  number  of  i 
vate  developers,  is  replacing  slums  and  blighted  b  i- 
ings  with  a  series  of  handsome,  architecturally  i 
inative  buildings  representing  major  investment 
private   industrJ^   The   character  of  building   de^ 
coupled  with  the  40-foot  setback  is  extending  the  .D 
cept  of  a  monumental  boulevard  approach  from  hf 
west  to  the  symbolic  State  Capitol  Building. 

In  the  course  of  this  Capitol  Mall  development  it 
tive   interest   in  the   prospects  for  beautifieati'  ' 
suited  in  the  formation  of  an  informal  citizen 
visory  committee  to  explore  various  alternative^ 
specific  programs  resulted  from  these  efforts.    ' 
a  cooperative  program  among  the  state,  city,  an-  ' 
development  Ageney  enabled  reconstruction  and 
scaping  of  Capitol  Avenue  from  Ninth  Street  < 
Tower  Bridge,  and,  secondly,  three  specific  bean 
tion  proposals  were  developed  by  the  State  Di^. 
of    Architecture    and    Highways.    These    pro) 
which  included  walkways,  fountains,  and  refl  ■  ' 
pools  in  the  median  strip  of  Capitol  Avenue,  s 
lated  considerable  interest  but  have  proved  iivij 
ble  to  finance. 

Additional    proposals    for    surface    beautific  i' 
have  been  prepared  by  Leo  A.  Daly  Company  a  t 
request  of  Mr.  Charles  Brown,  a  private  develop  w 
the  mall,  but  the  lack  of  funds  has  precluded  i:^l^ 
mentation. 

THE  NEED  FOR  ACTION 

The  recent  designation  of  the  new  Pioneer  ]\  n 
rial  Bridge  on  Interstate  80  as  the  official  state    ' 
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•om  the  West  into  Sacramento,  and  the  impending 
^linquishment  as  a  state  highway  of  the  previous 
)ute  from  Westacres  Koad  in  Yolo  County  to  Ninth 
;reet  in  the  City  of  Sacramento  have  brought  into 
icus  the  entire  problem  of  long-range  maintenance 
id  beautification  of  the  Capitol  Mall.  This  is  because 
le  abandonment  of  the  route  as  a  state  highway  will 
duce  its  status  to  that  of  a  county  road  in  Yolo 
Dunty  and  a  city  street  in  the  City  of  Sacramento, 
hich  will  shift  the  entire — and  costly — burden  of 
aintenanee  to  local  government.  The  consequence  of 
is  action  will  be  to  require  local  government  to  al- 
cate  a  disproportionate  share  of  its  street  mainte- 
inee  funds  to  maintain  even  the  present  appearance 
I  the  roadway,  and,  as  this  course  is  not  likely  to  be 
iBcted,  a  deterioration  will  inevitably  take  place, 
hen  the  objective  of  all  plans  and  programs  is  for 
bg-range  enhancement  of  beauty  and  utility  of  the 
tipitol  Mall. 

In  order  that  the  overall  effect  of  this  prospective 
lute  relinquishment  might  be  reviewed  in  depth,  the 
legislature  requested  the  State  Highway  Commission 
i  withhold  action  until  the  last  day  of  the  1967  ses- 
bn.  Based  on  intensive  review  of  this  problem  dur- 
ig  the  1966  interim,  during  which  the  committee 
■adied  the  views  of  all  agencies  and  organizations 
lith  any  interest  in  mall  planning  and  development, 
e  committee  has  reached  the  following  conclusions. 


FINDINGS  AND  CONCLUSIONS 

1.  There  is  clear  justification  and  need  for  the  cre- 
tion  of  a  beautiful  and  impressive  western  approach 
i  the  capital  city  of  California,  which  coordinates 
lid  integrates  the  planning  and  development  of  all 
|ijor  elements  in  the  immediate  environment,  and 
aphasizes  the  most  important  single  structure  in  the 
implex — the  State  Capitol  Building. 

12.  The  abandonment  as  a  state  highway  of  the  road- 
%y  between  "Westacres  Koad  in  Yolo  County  and 
Inth  Street  in  the  City  of  Sacramento  will  likely 
$ult  in  a  serious  decline  in  the  existing  appearance 
[j  the  Capitol  Mall,  and  consequently  action  should 
i  taken  to  retain  this  segment  as  part  of  the  state 
Ighway  system  for  maintenance  purposes. 

3.  In  order  to  provide  for  the  formulation  and  im- 
Ementation  of  a  long-range,  funded  program  for 
feutification  of  the  mall,  which  is  coordinated  with 
tfe  plans  of  the  multiplicity  of  interests  involved,  it 
till  be  necessary  to  assign  responsibility  and  author- 
ilf  sufficient  to  achieve  these  objectives  to  a  single 
^ency.  Based  on  the  general  agreement  of  all  those 
jesentiug  testimony,  the  committee  concludes  that 
je  agency  most  able  to  effectively  carry  out  this  as- 

nment  is  the  Capitol  Building  and  Planning  Com- 

ssion. 

RECOAAMENDATIONS 

To  provide  for  a  long-range,  coordinated,  funded 

ogram   of   maintenance    and   beautification   of   the 

Upitol  Mall,  the  committee  recommends  the  foUow- 


1.  The  1.7-mile  segment  of  state  highway  between 
Westacres  Koad  in  Yolo  County  and  Ninth 
Street  in  the  City  of  Sacramento  should  be 
retained  in  the  state  highway  system  for  con- 
tinuing maintenance  by  the  State  of  Califor- 
nia, and  the  attendant  advantages  of  main- 
taining single  ownership. 

2.  To  qualify  the  state  for  all  possible  federal 
highway  beautification  financial  assistance — 
such  as  that  available  under  the  Highway 
Beautification  Act  of  1965 — aggressive  efforts 
should  be  initiated  to  include  this  route  as 
part  of  the  federal  and  primary  highway  sys- 
tem. 

3.  One  agency — tlie  Capitol  Building  and  Plan- 
ning Commission — should  be  assigned  the 
overall  responsibility  and  authority  for  the 
formulation  and  implementation  of  a  long- 
range  master  plan  for  the  improvement  of  the 
Capitol  Mall  which  is  integrated  and  compat- 
ible witli  the  development  plans  of  all  appro- 
priate public  and  private  interests,  including 
the  Sacramento  Central  City  Development 
Projects.  The  principal  objective  of  this  mas- 
ter plan  should  be  to  provide  a  physical  and 
aesthetic  expression  in  the  approaches  to  the 
State  Capitol  Complex  which  reflects  the  vi- 
tality, imagination,  affluence,  prestige,  and 
beauty  of  the  number  one  state,  and  embodies 
the  best  the  state  can  produce  in  coordinated 
environmental  planning  and  architectural  in- 
tegrity. In  order  that  this  objective  can  be 
realized,  a  number  of  specific  actions  will  be 
required,  including 

a.  The  official  designation  of  the  state  high- 
way between  Ninth  Street  and  Westacres 
Road  as  "The  Capitol  Mall,"  and  incorpo- 
ration if  feasible  as  an  integral  unit  of  the 
Capitol  Area  Master  Plan. 

b.  The  strengthening  of  the  responsibility,  au- 
thority, and  support  of  the  Capitol  Build- 
ing and  Planning  Commission,  including 

(1)  Assignment  of  sufficient  responsibility, 
authority,  and  budgetary  support  to 
formulate  and  carry  out  a  long-range 
master  plan  for  improvement  of  the 
mall,  of  the  highest  architectural  in- 
tegrity, which  is  coordinated  Vv'ith  the 
development  plans  of  all  appropriate 
public  and  private  interests ; 

(2)  Further  definition  of  commission  mem- 
bership to  include  more  balanced, 
formalized  representation  from  the 
State  of  California,  the  federal  govern- 
ment, the  Sacramento  Redevelopment 
Agency,  the  County  of  Yolo,  the  ma- 
jor private  developers,  and  the  plan- 
ning, design,  and  architectural  profes- 
sions. 

(3)  Creation  of  a  broadly  based  advisory 
body  to  the  commission  which  will  pro- 
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vide  a  means  for  formalized  expression 
of  the  views  of  all  public  and  private 
organizations  and  individuals  inter- 
ested in  the  character  of  mall  develop- 
ment and  improvement.  This  advisory- 
body,  to  be  named  the  California  State 
Capitol  Mall  Advisory  Committee, 
should  include,  for  example,  represent- 
atives of  the  State  Departments  of  Gen- 
eral Services,  Highways,  Finance,  and 
Office  of  Planning,  the  local  chambers 
of  commerce,  planning  and  archi- 
tectural groups,  and  interested  mem- 
bers of  the  public  at  large. 

(4)  Recognition  of  the  need  for  adminis- 
trative support  to  carry  out  these  en- 
larged commission  responsibilities  by 
creation  of  a  full-time  executive  officer, 
the  payment  of  per  diem  and  expenses 
to  the  members  for  meetings  of  the 
commission,  and  authority  for  the  com- 
mission to  contract  directly  with  the 
appropriate  governmental  agencies  for 
planning  and  construction  grants,  and 
public  and  private  organizations  for 
planning  and  architectural  studies  and 
other  sources. 

4.  With  the  assumption  by  the  state  of  the  con- 
tinuing maintenance  of  the  street  surface  and 
landscaping  and  beautification  improvements 
on  the  state  highway  portion  of  the  officially 
designated  Capitol  Mall,  including  operation 
and  maintenance  of  the  Tower  Bridge,  and  by 
the  other  public  bodies  and  private  develop- 
ers for  maintenance  of  their  respective  hold- 
ings, the  major  remaining  need  for  financing 
will  be  for  the  preparation  and  continuous  up- 
dating of  the  master  mall  development  plan 
by  the  commission,  and  the  construction  of 
those  improvements  of  signficance  to  the  char- 
acter of  the  entire  mall  and  whose  costs  and 
benefits  are  not  directly  allocable  to  any  sin- 
gle interest  or  closely  related  group  of  inter- 
ests. In  order  to  provide  dependable  sources 
of  financing  for  these  elements  of  mall  plan- 
ning and  development,  the  following  specific 
actions  will  be  required. 

a.  Continuous  review  of  all  possible  sources  of 
federal  funding,  including  highway  and 
urban  planning  and  beautification  pro- 
grams, accompanied  by  timely  and  aggres- 
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sive  application  by  the  state — and  bud. 
tary  support  where  matching  funds  are  . 
quired. 

b.  Formulation  of  cooperatively  funded  p . 
grams  among  all  mall  interests  for  mu . 
ally  agreed-upon  improvements  of  ben  : 
to  the  entire  mall,  and  for  which  no  otl- 
sources  of  financing  can  be  obtained. 

WITNESSES  APPEARING  BEFORE  THE  COMMIHEeI 

OR  SUBMITTING  STATEMENTS 

Mrs.  Edmund  G.  Brown,  Cochairman,  Governor's  Action  - 
visory  Committee  on  California  Beauty  i 

Me.  Frank  B.  Dubkee,  Chairman,  Sacramento  Redeveloput 
Agency 

Me.  Robert  B.  Beadfokd,  Administrator,  California  Transi  ■ 
tation  Agency,  represented  by 

a.  Mb.  Emerson  W.  Rhyner,  Deputy  Chief,  Divi.'iion  : 
Contracts  and  Rights  of  Way,  Department  of  Pu  : 
WorUs 

b.  Me.  Donald  Van  Ripeb,  Principal  Landscape  Archii  , 
Division  of  Highways,  Department  of  Public  Work 

c.  Me.  Lee  Windheim,  Leo  A.  Daly  Company,  San  Fi  • 
Cisco 

Me.  Axbeet  W.  Dreyfuss,  Chairman,  Capitol  Building  I 
Planning  Commission 

Me.  Hale  Champion,  Administrator,  California  Revenue  i_ 
Management  Agency,   represented  by 

a.  De.  Leslie  B.  Caebert,  State  Planning  Officer 

b.  Me.  Arthur  W.  Collins,  Assistant  Director,  De] 
ment  of  General  Services 

c.  Me.  Roy  M.  Bell,  Assistant  Director,   Department 
Finance 

Honorable  Eugene  T.  Guaxco,  Chairman,  Sacramento  Cou ' 
Board  of  Supervisors 

Honoeable  Willaed  Neilsen,  Councilman,  City  of  Sa^  • 
mento,  representing  the  City  of  Sacramento,  and  the  followi; 
private  developers : 

a.  Crocker  Citizens  National  Bank 

b.  Wells  Fargo  Bank 

c.  Sacramento  Union 

d.  George  McKeon  Construction  Company 

e.  Mr.  Chaeles  Brown,  Developer  of  IBM  Building 
Honorable  .Tames   W.  McDermott,    Chairman,   Tolo  Coir 

Board  of  Supervisors 
Mr.  Rot  A.  Green,  Jr..  Chairman,  Highway  Committee,  Sa  • 
mento  City-County  Chamber  of  Commerce 

General  .Tack  B.  Lindeman,  President,  Tolo  County  Chanr 
of  Commerce 

Mr.  Richard  Gra\'es,  West  Coast  Vice  President,  Tish:lo 
Realty  and  Construction  Company 

Mrs.  Helen  B.  Reynolds,  President,  California  Road  e 
Council 

Mr.  William  Penn  Mott,  Jr.,  General  Manager,  East  J 
Regional  Pari;  District 
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HIGHWAY  AND  FREEWAY  PLANNING 


BACKGROUND 

During  the  1963-65  interim  period  the  committee 
cnducted  an  in-depth  analysis  of  the  policies,  pro- 
ciures  and  criteria  governing  highway  and  freeway 
pinning  by  the  state,  with  special  emphasis  on  the 
rationship  of  this  process  to  environmental,  land 
li,  and  resources  planning  and  management.  In  the 
earse  of  this  review  the  committee  studied  in  detail 
sreral  of  the  more  celebrated  freeway  controversies 
i  California,  and  in  public  hearings  in  Prairie  Creek 
tdwoods  State  Park,  San  Francisco,  Santa  Monica, 
Iverly  Hills,  and  Sacramento  received  testimony 
f^m  over  100  witnesses  with  specialized  knowledge 
c  each  problem  area. 

Based  on  this  exhaustive  record,  the  committee  is- 
sed  a  widely  studied  and  commended  report  which 
ciitained  the  following  findings  and  conclusions: 

1.  Under  existing  administrative  organization 
,  and  procedures,  primary  emphasis  in  the  evalu- 
ation of  routing  alternatives  appears  to  be  on 
engineering  considerations  and  construction  and 
so-called  user  costs.  Although  it  is  difficult  to  es- 
tablish precisely,  and  major  differences  of  opin- 
ion developed  between  the  highway  Transporta- 
tion Agency  and  affected  interests  as  to  the  exact 
degree  of  consideration  given  to  other  factors 
such  as  community  values,  adjacent  land  values, 
effect  on  local  tax  rolls,  and  historical,  recrea- 
tional, aesthetic,  and  park  values,  the  burden 
would  appear  to  rest  on  the  highway  Transpor- 
tation Agency  for  three  reasons:  (a)  if  indeed 
all  values  are  considered  in  the  valuation  of  rout- 
ing alternatives,  the  conclusions  are  not  always 
presented  to  the  affected  interests  in  a  meaning- 
ful manner;  (b)  the  organization  structure,  staff- 
ing, and  administrative  procedures  of  the  high- 
way Transportation  Agency  and  State  Highway 
Commission — in  which  decisions  at  every  level  of 
the  administrative  hierarchy  within  the  agency 
are  considered  and  made  by  engineers — do  not 
inspire  confidence  in  the  capacity  of  the  agency, 
even  if  it  indeed  so  does,  to  consider  non-engi- 
neering and  noncost  factors  in  a  truly  signficant 
way;  and  (c)  in  reviewing  several  specific  rout- 
ing controversies,  it  appeared  to  the  committee 
that  there  were  serious  questions  concerning  the 
efficacy  of  the  agency's  consideration  of  the  total 
impact  of  a  given  routing  alternative. 

2.  In  spite  of  certain  amendments  to  the 
Streets  and  Highways  Code  subsequent  to  the 
first  report  of  this  committee  (notably  Sections 
210  through  215,  added  in  1961)  establishing  as 
state  policy  the  requirement  for  close  cooperation 
and  coordination  between  the  agency  and  the 
governing  bodies  of  areas  affected  by  proposed 
routings,  and  the  adoption  in  1958  by  the  com- 
mission of  a  revised  procedure  for  route  selec- 
tion, some  problems  appear  to  remain  with  re- 
spect to  the  liaison  between  the  state  and  the 
local  interests  affected.  In  some  instances  these 


difficulties  appear  to  have  resulted  from  inade- 
quate advance  information,  and  in  others  from 
an  impression  on  the  part  of  local  interests  that 
existing  procedures  and  attitudes  precluded 
meaningful  consideration  of  their  concerns. 

3.  Under  existing  policies  and  administrative 
organization,  procedures,  and  staffing  of  the 
highway  Transportation  Agency  and  State 
Highway  Commission,  it  appears  to  be  all  but 
impossible  for  the  commission,  which  holds  the 
statutoi-y  responsibility  and  complete  authority 
for  final  route  determination,  to  receive  any 
meaningful  alternatives  to  the  recommendation 
of  a  given  route  by  the  State  Highway  Engineer. 
This  is  a  particularly  significant  and  sensitive 
point  because,  as  has  been  noted  previously,  the 
recommendation  of  the  engineer  is  likely  to  be 
based  predominantly  on  engineering  and  cost  con- 
siderations, and  in  most  instances  it  is  the  end 
product  of  a  series  of  decisions  made  almost  en- 
tirely by  highway  engineers  within  the  Division 
of  Highways.  At  no  point  on  the  staff  of  either 
the  highway  Transportation  Agency  or  the  State 
Highway  Commission,  on  a  formalized,  procedu- 
ral basis,  are  specialists  in  other  disciplines  such 
as  economics,  landscape  and  design  architecture, 
fish  and  wildlife,  park  and  recreation  manage- 
ment, history  and  sociology,  agriculture,  and  ur- 
ban and  regional  planning,  to  name  some  exam- 
ples, brought  actively  into  the  planning  process. 

While  it  is  a  matter  of  serious  concern  that  the 
present  planning  process  within  the  highway 
Transportation  Agency  appears  to  result  in  dis- 
proportionate emphasis  on  engineering  and  cost 
considerations  in  route  determinations,  the  public 
could  view  this  process  with  greater  confidence 
if  there  existed  an  independent  review  body,  so 
organized  and  staffed  as  to  ensure  full  consider- 
ation of  the  total  public  interest  in  route  adopt- 
tions.  However,  because  of  existing  organizational 
relationships,  the  State  Highway  Commission 
does  not  meet  this  need. 

Because  of  the  significance  of  these  organiza- 
tional relationships  to  the  route  adoption  process, 
the  committee  feels  they  should  be  explored  in 
greater  detail  at  this  point. 

The  highway  Transportation  Agency  presently 
consists  of  three  major  departments,  one  of  which 
is  the  Department  of  Public  Works.  The  major 
division  within  the  Department  of  Public  Works 
is  the  Division  of  Highways,  headed  by  the  State 
Highway  Engineer.  In  testimony  before  this  com- 
mittee, the  State  Highway  Engineer  stated:  "... 
it  is  the  function  and  duty  of  the  division  to 
serve  as  the  technical  engineering  staff  of  the  De- 
partment of  Public  Works  and  the  California 
Highway  Commission  in  matters  pertaining  to 
the  state  highway  system  ...  In  the  route  selec- 
tion process,  the  division  has  been  delegated  the 
responsibility  for  developing  and  analyzing  per- 
tinent data,  recommending  courses  of  action,  and 
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otherwise  assisting  the  California  Highway  Com- 
mission in  the  route  selection  process. ' '  It  is  thus 
clearly  the  responsibility  of  the  Division  of  High- 
ways to  recommend  given  routing  alternatives  to 
the  Highway  Commission. 

The  State  Highway  Commission,  which  is  os- 
tensibly a  separate,  policymaking  body  with  the 
fundamental  responsibilities  of  precising  high- 
way and  freeway  routes  and  adopting  annual  ex- 
penditure programs  of  the  Division  of  Highways, 
is  in  fact  so  tightly  bound  organizationally  and 
administi-atively  to  the  highway  Transportation 
Agency  as  to  be  in  effect  a  creature  of  the  agency. 

This  is  clearly  established  by  certain  peculiar 
organization  relationships — unique  in  state  gov- 
ernment— wherein  the  permanent  Chairman  of 
the  Highway  Commission  is  also  the  Administra- 
tor of  the  highway  Transportation  Agency 
(which  includes  the  Division  of  Highways),  and 
the  Administrative  Officer  of  the  Highway  Com- 
mission is  also  the  Director  of  Public  Works 
(which  includes  the  Division  of  Highways).  These 
ties  are  completed  administratively  by  the  fact 
that  the  seven-member  commission,  which  fre- 
quently reflects  disproportionate  representation 
of  certain  sectors  of  the  public,  has  no  staff  of 
its  own,  and  as  stated  above,  relies  on  the  Divi- 
sion of  Highways  for  staff  assistance. 

Although  individual  commissioners  may  con- 
tend that  they  are  able  to  consider  the  total  pub- 
lic interest  in  adopting  highway  and  freeway 
routes,  this  would  appear  to  be  in  spite  of,  rather 
than  because  of,  existing  organizational  proce- 
dures and  relationships,  which  as  has  been  dis- 
cussed, provide  no  formalized  method  for  con- 
sidering the  total  public  interest  within  the  Di- 
vision of  Highways,  or  for  ensuring  that  it  is 
presented  to  the  commission  prior  to  route  adopt- 
tion.  The  imfortunate  result  of  this  situation,  in 
a  growing  number  of  cases,  is  that  interests  af- 
fected by  a  given  routing  alternative,  where  they 
are  financially  able,  are  forced  to  rely  upon  their 
own  resources  to  present  to  the  commission  an 
alternative  to  the  recommendation  of  the  engi- 
neer, and  the  expense  and  seeming  futility  of 
this  process  tends  to  discourage  those  lacking  the 
resources  for  independent  analyses.  Such  a  situa- 
tion would  not  appear  to  be  in  the  public  in- 
terest. 

4.  "With  respect  to  the  powers  of  the  Highway 
Commission,  the  committee  recognizes  and  appre- 
ciates the  need  for  an  independent  highway  au- 
thority with  sufficient  powers  to  ensure  the  or- 
derly progress  of  the  state  highway  program.  The 
committee  also  recognizes,  however,  that  the  dele- 
gation of  powers  by  the  Legislature  should  not 
be  in  excess  of  those  required  to  effect  this  or- 
derly highway  pro,2:ram.  In  reviewing  these  pow- 
ers, the  committee  concludes  that  in  an  least  two 
areas  the  commission  appears  to  hold  authority 
which  is  in  excess  of  that  reasonably  required. 


a.  Section  103  of  the  Streets  and  Highwa;' 
Code  provides  that  a  resolution  of  the  eonuni 
sion,  declaring  that  the  public  interest  and  n 
cessity  requires  the  acquisition  of  a  given  pare 
of  property,  is  conclusive  evidence  that  the  pr 
posed  liighway  or  freeway  "is  planned  or  1 
cated  in  a  manner  which  will  be  most  eompal 
ble  with  the  greatest  public  good  and  the  lea 
private  injury."  The  implications  of  this  maj. 
delegation  of  power  are  manyfold,  and  are  t^ 
basis  for  much  of  the  criticism  of  California  hig 
way  policy.  The  fundamental  result,  however,  h 
been  to  establish  by  implication  that  highwa; 
represent  the  highest  and  best  use  of  land  in  Ca 
fornia,  and  the  powers  of  eminent  domain  mi 
be  used  to  substantiate  this  if  it  proves  necessar 

The  practical  consequence  of  this  grant 
power  by  the  Legislature  is  to  remove  decisio: 
of  the  State  Highway  Commission  from  even  t' 
judicial  review  of  the  courts,  for  the  Californ 
Supreme  Court  has  stated  that  under  this  stc 
ute  the  courts  may  not  decide  the  issue  of  t' 
necessity  of  a  certain  highway  location.  The  coi 
mittee  views  this  absolute  delegation  of  powf 
and  the  lack  of  any  provision  for  appeal  fro 
a  decision  of  the  commission,  even  to  the  cour' 
with  serious  concern.  It  should  also  be  noted  th 
this  power  might  well  be  construed  as  giving  t 
commission  an  unfair  advantage  in  the  rou 
selection  process,  and  may  operate  to  discoi 
age  those  who  might  otherwise  make  a  positi 
contribution. 

b.  Section  103.5  of  the  Streets  and  Highwa 
Code  gives  the  commission  the  authority  to  eO' 
demn  by  eminent  domain  even  property  dec 
cated  to  park  purposes,  however  it  may  ha 
been  dedicated,  when  the  commission  has  det( 
mined  by  resolution  that  such  property  is  nee( 
sary  for  state  highway  purposes.  The  committ 
finds  this  a  most  extraordinary  grant  of  pi'" 
and  seriously  questions  its  justification.  In  ■,, 
of  responsibility  given  under  the  law  to  the  St^i 
Park  Commissiou  for  the  protection  of  atato  pa 
property  dedicated  for  park  purposes,  and  t 
implementing  policy  statements  of  the  Park  Cni 
mission  to  hold  these  lands  against  the  pressiii 
of  expediency,  which  includes  highways,  it  li 
not  been  granted  the  commensurate  autlior; 
witli  which  to  carrj^  out  its  responsibility.  T 
committee  finds  it  difficult  to  agree  with  tlir 
who  argue  that  through  highways  and  free^ 
have  little  or  no  impact  on  park  values,  but  : 
that  in  any  event,  this  decision  is  not  one  wlii 
can  logicall.v  and  defensibly  be  made  by  highw 
authorities. 

Recognizing  the  long-range  significance  of  thi 
conclusions  to  the  cause  of  urban  and  recreational  c 
velopment  throughout  the  state,  the  committee  rcco 
mended  a  major  reorientation  of  the  highv.-ay  :i 
freeway  planning  process  as  it  relates  to  environiu! 
tal,  resources,  and  land-use  planning,  and  prepar 
its  report  in  such  a  manner  as  to  support  contiuui 
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]^islation  until  the  major  objectives  of  its  reeom- 
lendations  are  reflected  in  new  or  modified  public 
])licies. 

The  specific  recommendations  of  the  committee  in 
^  1965  report  were  as  follows : 

...  With  Respect  to  the  Planning  Process 

I  1.  The  highway  Transportation  Agency,  through 
its  Department  of  Public  Works  and  Divi- 
sion of  Highways,  should  be  specifically  di- 
rected to  consider,  in  a  formalized  procedure 
equivalent  to  that  devoted  to  engineering  and 
cost  considerations,  all  factors,  translated  into 
costs  whenever  feasible,  affected  by  the  loca- 
tion of  a  highway  or  freeway,  including  but 
not  limited  to  such  factors  as  community  val- 
ues ;  recreational,  aesthetic,  and  park  values ; 
historical  values;  adjacent  land  values;  impact 
on  local  tax  rolls ;  and  total  projected  regional 
transportation  requirements,  and  a  full  and 
complete  report  thereon  be  made  available  to 
the  general  public  and  widely  publicized  in 
the  area  affected  no  less  than  60  days  prior 
to  the  first  scheduled  public  hearing  by  the 
Division  of  Highways.  This  report  should  also 
include  the  following  information : 

a.  Comments  by  the  State  Office  of  Planning 
on  the  proposed  routing  alternatives  based 
on  its  evaluation  of  the  coordination  of 
these  proposed  routing  alternatives  with 
(1)  other  piiblic  works  projects,  (2)  re- 
gional transportation  requirements,  (3)  re- 
gional recreational  needs,  and  (4)  local  and 
regional  land  use  master  plans. 

b.  Comments  by  the  State  Resources  Agency 
on  the  proposed  routing  alternatives  based 
on  its  evaluation  of  the  impact  of  these 
proposed  routing  alternatives  on  the  long- 
range  recreational  and  commercial  poten- 
tial of  the  natural  resources  in  the  area 
affected. 

c.  Cost  estimates  of  all  adjacent,  connecting, 
and  continuation  segments,  to  preclude  the 
adoption  of  two  connecting  "least  expen- 
sive" segments  which  miglit,  in  total,  be 
more  costly  than  a  combined  alternative 
through  the  same  area. 

d.  A  presentation  of  the  long-range  plans  as 
they  are  currently  knov.'u  for  the  highway 
and  freeway  network  in  the  region  contain- 
ing the  proposed  routing  alternatives. 

e.  Graphic  portrayal,  by  means  of  sketches 
and  preliminary  scale  models  where  appro- 
priate, of  selected  significant  portions  of 
the  routing  alternatives  requested  by  af- 
fected interests,  showing  the  general  ap- 
pearance and  basic  design  features  of  the 
highway  or  freeway  as  it  will  appear  upon 
completion  of  construction.  Provision 
should  be  made  to  share  these  costs  with  the 
local  community. 


2.  The  requirement  that  all  state  highways  be 
laid  out  on  the  "most  direct  and  practicable 
locations  as  determined  by  the  commission" 
should  be  repealed.  It  should  be  required  that 
this  consideration  be  given  high,  but  not  over- 
riding, priority  in  the  route  selection  process. 

3.  Prior  to  the  initiation  of  route  selection 
studies,  and  during  the  period  of  preliminary 
discussion,  general  agreement  should  be 
reached  between  the  highway  Transportation 
Agency  and  the  local  governing  board  and 
planning  body  as  to  the  most  logical  segment 
to  be  studied  for  route  adoption.  In  the  event 
agreement  cannot  be  reached,  provision  should 
be  made  for  formal  appeal  by  local  interests  to 
the  Highway  Commission  for  final  determina- 
tion. 

4.  To  ensure  complete  impartiality,  the  public 
hearing  by  the  Division  of  Highways  should 
be  conducted  by  an  independent  hearing  offi- 
cer not  on  the  staff  of  the  highway  Transpor- 
tation Agency. 

5.  In  the  event  a  public  hearing  by  the  commis- 
sion on  a  final  route  adoption  is  not  requested 
by  the  local  governing  body,  a  formalized  pro- 
cedure should  be  established  whereby  the  com- 
mission would  be  required  to  hold  such  a 
public  hearing  upon  petition  of  a  reasonable 
segment  of  the  local  community.  In  special  sit- 
uations where  route  adoptions  are  of  statewide 
interest  or  when  so  directed  by  legislative  res- 
olution, in  addition  to  any  hearing  in  the  area 
affected,  the  commission  should  hold  a  public 
hearing  in  one  of  the  recognized  population 
centers  of  the  state. 

6.  Upon  adoption  of  a  given  highway  or  free- 
way route,  the  commission  should  make  a  full 
report  available  to  the  general  public  in  the 
area  affected  which  outlines  in  detail  the  basis 
for  the  decision. 

7.  The  highway  Transportation  Agency  and 
State  Highway  Commission  should  review 
their  respective  operating  procedures  to  ensure 
that  the  policies  set  forth  by  the  Legislature 
governing  route  adoptions,  especially  those 
policies  contained  in  Sections  210  through  215 
of  the  Streets  and  Highways  Code,  and  im- 
plemented by  procedural  resolutions,  are  being 
scrupulously  and  fully  observed. 

.  .  .  With  Respect  to  Organization  and  Staff- 
ing 

1.  To  enable  the  highway  Transportation  Agency 
to  carry  out  its  broader  planning  responsi- 
bilities, it  should  be  specifically  authorized  and 
directed  to  add  specialists  to  its  staff  and  ad- 
ministrative hierarchy,  who  by  training  and 
experience  are  qualified  to  analyze  the  impact 
of  various  routing  alternatives  on  such  fac- 
tors as  community,  recreational,  aesthetic,  park, 
historical,  and  adjacent  land  values ;  local  tax 
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rolls,  and  regional  transportation  require- 
ments. Such  specialists  should  include,  but  are 
not  limited  to,  disciplines  such  as  economics, 
landscape  and  design  architecture,  fish  and 
wildlife  management,  park  and  recreation 
management,  history  and  sociology,  agricul- 
ture, and  urban  and  regional  planning. 

2.  To  enable  the  California  Highway  Commis- 
sion to  function  as  an  independent  policymak- 
ing body,  with  the  capacity  to  consider  the 
total  public  interest  in  making  decisions  on 
route  adoptions,  the  following  organizational 
and  administrative  changes  should  be  made : 

a.  The  close  organizational  ties  to  the  high- 
way Transportation  Agency  should  be  elim- 
inated by 

1.  Eelieving  the  Administrator  of  the  high- 
way Transportation  Agency  of  his  addi- 
tional responsibility  as  Chairman  of  the 
California  Highway  Commission.  He  may 
remain  as  an  ex  officio  member  of  the 
commission,  not  eligible  for  the  chair- 
manship. The  chairman  should  be  cho.sen, 
as  is  the  usual  practice,  periodically  by 
vote  of  the  members. 

2.  Eelieving  the  Director  of  the  Depart- 
ment of  Public  Works  of  his  additional 
responsibility  as  Administrative  Officer 
of  the  California  Highway  Commission. 
If  an  administrative  officer  is  required  in 
addition  to  the  secretary  of  the  commis- 
sion, he  should  be  appointed  by  the  com- 
mission, and  sliould  not  serve  also  on  the 
staff  of  the  highway  Transportation 
Agency. 

b.  The  close  administrative  ties  to  the  high- 
way Transportation  Agency  should  be  elim- 
inated by  providing  the  commission  with  a 
limited,  independent  staff  of  specialists  in 
such  disciplines  as  engineering,  economics, 
landscape  and  design  architecture,  fish  and 
wildlife  management,  park  and  recreation 
management,  history  and  sociology,  agricul- 
ture, and  urban  and  regional  planning.  This 
staff  should  have  the  basic  responsibility  of 
providing  the  commission  with  an  inde- 
pendent evaluation  of  all  routing  proposals 
of  the  highway  Transportation  Agency. 
Based  on  the  presentations  of  the  agency 
and  all  other  affected  interests,  the  staff 
would  be  responsible  for  recommending  a 
routing  alternative  to  the  commission,  or 
remanding  the  proposals  to  the  agency  for 
further  study. 

c.  To  make  the  commission  more  broadly  rep- 
resentative of  the  total  public  interest,  and 
to  preclude  an  imbalance  of  representation, 
the  membership  should  be  geographically 
based  and  should  represent  certain  broad 
areas  of  society,  including,  but  not  limited 
to,  representatives  of   (1)    a  county  board 


of  supervisors,  (2)  a  city  council,  (3) 
planning  commission,  (4)  business,  {[ 
labor,  (6)  conservation  interests,  (7)  tl 
general  public,  and  (8)  certain  specified  di 
ciplines  such  as  economics,  architecture,  hi 
tory,  engineering. 

.  .  .  With  Eespect  to  Powers  of  the  Highws'  I 
Commission 

1.  Section    103    of    the    Streets    and    Highwa; 
Code  should  be  amended  to  change  from  co 
elusive  to  rebuttable  the  effect  of  a  resolutic 
of  the  commission  stating  that  the  public  i 
terest  and  necessity  require  the  acquisition 
a  given  parcel  of  property.  Such  an  amen 
ment  would  provide  the  opportunity  for  a  d'  i 
cision  of  the  commission  to  be  appealed  to  tl 
courts,  and  in  such  an  instance  would  enab:  : 
the  judicial  process  to  operate  in  the  detern 
nation  of  whether  a  highway  or  freeway  rot 
ing  is  planned  and  located  in  such  a  mann 
that  will  be  most  compatible  with  the  greate 
public  good  and  the  least  private  injury, 
would  also  remove  the  implied  state  policy  th 
highways  represent  the  highest  and  best  u 
of  land  in  California. 

2.  Section  103.5   of  the  Streets  and  Highwa 
Code   should  be  either    (a)    repealed,   whit, 
would  exempt  all  lands  dedicated  to  park  pc 
poses  from  the  eminent  domain  authority 
the  commission,  or   (b)   amended  to  make  t 
exercise    of    such    eminent    domain    authori 
contingent  on  the  approval  of  park  admin 
tering  authorities,  which   in  the  case  of  t 
state  would  be  the  State  Park  Commission.  Tj 
committee  feels  that  this  section  is  an  exc( 
sive  and  unreasonable  delegation  of  power  1 
the  Legislature  and  operates  to  diminish  t, 
exercise  of  responsibilities  placed  by  law  up(; 
other    state    agencies.    Ample    precedent   f 
amending  this  statute  can  be  found  in  St- : 
tion    101.3,   which   requires   approval   by  t, 
Eeclamation  Board  of  any  plans  by  the  11 
partment  of  Public  Works  for  a  bridge 
other  structure  across  any  river  or  draina 
channel  or  basin  under  the  jurisdiction  of  t 
board,   and   also   in   Section  100.2,   which  i 
quires  the  department  to  enter  into  an  agrf 
ment  with  local  authorities  prior  to  closiJi 
any  city  street  or  county  higliway  with  ai: 
freeway. 

Based  on  these  general  recommendations,  a  pac 
age  of  14  bills  was  introduced  into  the  1965  Legis' 
ture,  of  which  12  were  passed  by  the  Assembly,  s 
were  passed  by  the  Senate,  and  five  were  signed  by  t 
Governor. 

This  1965  legislative  program  was  as  follows: 

Legislcfion  Enacted  Info  Law 

AB  1430.  Eequires  the  Department  of  Pub 
Works,  upon  request  of  the  local  governing  body, 
present  a  graphic  portrayal  by  sketches  or  models 
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eeway  routing  alternatives,  showing  the  general 
i)pearance  and  basic  design  features. 

AB  1431.  Deletes  the  requirement  that  all  state 
Ighways  be  laid  out  on  the  most  "direct  and  prac- 
uable"  locations  as  determined  by  the  State  High- 
'ly  Commission. 

AB  1432.  Requires  general  agreement  between 
le  Department  of  Public  Works  and  the  appropriate 
bal  agency  as  to  the  segment  of  a  proposed  freeway 
1,  be  studied,  and  provides  for  an  appeal  to  the  State 
jghway  Commission  in  the  event  such  agreement  is 
])t  reached. 

AB  1433.  Requires  an  independent  hearing  ofiScer 
ii  conduct  public  hearings  of  the  Division  of  High- 
'lys. 

AB  1435.  Requires  the  State  Highway  Commis- 
on  to  publish  a  report  outlining  the  basis  for  adopt- 
:ig  a  particular  freeway  routing,  detailing  the  con- 
deration  given  to  driver  benefits;  community 
'dues;  recreational,  aesthetic,  and  park  values;  his- 
trical  values;  property  values;  impact  on  local  tax 
]lls,  state  and  local  public  facilities,  city  street  and 
(,\mty  road  traffic  ;  and  total  projected  regional  trans- 
prtation  requirements. 

Legislafion  Vetoed  by  fhe  Governor 

sAB  1439.  Required  that  one  member  of  the  com- 
mission be  a  former  member  of  a  city  council  and 
le  member  be  a  former  member  of  a  county  board 
■'  supervisors.  It  was  amended  in  the  Senate  to  set 
•oad  geographical  and  background  requirements  for 
opointment  of  commission  members. 
I 

Legislafion  Nof  Passed  by  the  Senate 

'AB  1429.  Required  a  detailed  report  by  the  De- 
Irtment  of  Public  Works  60  days  prior  to  the  first 
'ablic  hearing  on  a  proposed  freeway  routing  which 
tt  forth  the  effect  of  each  alternative  on  such  fac- 
|lrs  as  community  values ;  recreational,  aesthetic,  and 
'irk  values;  historical  values;  adjacent  land  values 
|id  impact  on  local  tax  rolls;  state  and  local  public 
'icilities ;  city  street  and  county  highway  traffic ;  and 
)tal  regional  transportation  requirements,  and  in- 
tuded  comments  by  the  State  Resources  Agency  and 
Itate  Office  of  Planning. 

'  AB  1434.  Authorized  petition  by  registered  voters 
'1  the  area  affected  for  a  public  hearing  by  the  High- 
Jay  Commission  as  to  a  proposed  freeway  location, 
)  the  local  governing  body  has  not  requested  such  a 
paring. 

I  AB  1437.  Required  that  the  Chairman  of  the 
jtate  Highway  Commission  be  annually  selected  from 
piong  the  members  of  the  commission  rather  than 
ping  the  Administrator  of  Highway  Transportation. 
AB  1440.  Changed  the  effect  of  a  resolution  by 
le  State  Highway  Commission  respecting  the  acqui- 
ition  of  publicly  owned  real  property  by  condemna- 
ion  from  conclusive  evidence  to  a  rebuttable  pre- 
;umption. 

[  AB  1441.  Precluded  the  Department  of  Public 
jVorks  from  acquiring  by  eminent  domain  any  prop- 
rty  dedicated  to  park  purposes. 


AB  1442.  Required  the  Department  of  Public 
Works  to  have  the  approval  of  the  State  Park  Com- 
mission before  acquiring  by  eminent  domain  property 
in  the  state  park  system. 

Legislation  hield  in  the  Assembly  for  Further  Review 

AB  1436.  Required  the  Division  of  Highways  to 
employ  personnel  with  designated  qualifications  to 
carry  out  broad  planning  responsibilities. 

AB  1438.  Authorized  the  commission  to  employ 
an  independent  staff,  with  qualifications  in  designated 
fields,  to  evaluate  highway  routing  proposals. 

Although  it  is  clear  tliat  the  policies  governing 
highway  and  freeway  planning  are  of  profound  im- 
portance to  the  long-range  growth  and  development 
of  the  state,  as  the  result  of  its  detailed  studies  it 
became  apparent  to  the  committee  that  the  problems 
resulting  from  the  impact  of  highways  and  freeways 
on  the  environment  represent  only  one  dimension  of 
a  far  more  basic  problem — the  increasingly  serious 
imbalance  in  long-range  planning  to  meet  transporta- 
tion needs  throughout  the  state.  The  projected  dou- 
bling by  1980  of  California's  present  population  of 
over  18  million,  and  the  anticipated  tripling  by  2020, 
coupled  with  the  growing  concern  over  the  ability  of 
freeways  alone  to  solve  total  transportation  demands, 
can — in  the  absence  of  significant  policy  change — lead 
to  greater  controversies,  even  more  difficult  of  resolu- 
tion, in  the  future. 

Therefore,  as  the  problems  posed  by  rapid  growth 
become  more  complex  and  difficult,  it  is  becoming  ever 
clearer  that  more  comprehensive  approaches  toward 
their  solution  must  be  developed,  and  planning,  po- 
litical, and  administrative  mechanisms  must  be  de- 
vised which  will  deal  as  inclusively  as  possible  with 
all  interrelated  problems. 

Because  of  the  fundamental  importance  of  trans- 
portation planning  to  the  entire  pattern  of  urban 
and  resource  development,  it  is  essential  that  the 
broadest  possible  approach  be  taken  toward  meeting 
this  requirement.  Paradoxically,  however,  California 
has  chosen  the  opposite  course,  and  has  concentrated 
on  providing  an  extensive — and  expensive — network 
of  freeways  to  serve  essentially  one  mode  of  mass 
transportation — the  motor  vehicle.  This  public  policy, 
which  is  the  result  of  a  complex  interplay  over  the 
years  of  public  and  private  demands  and  federal  and 
state  funding,  has  contributed  to  a  host  of  related 
problems — air  pollution,  urban  sprawl,  the  disruption 
of  the  social  and  economic  fabric  of  numerous  com- 
munities, the  destruction  of  the  amenities  of  irreplace- 
able recreational,  scenic,  and  historic  resources,  the  re- 
moval of  large  acreages  of  land  from  the  tax  rolls, 
and  other  yet-to-be-precisely-defined  social,  economic, 
and  emotional  problems.  And,  although  existing  pol- 
icy clearly  contributes  to  these  problems — many  of 
which  defv  solution  at  present — at  an  annual  expendi- 
ture approaching  one  billion  dollars,  traffic  conges- 
tion frequently  remains  far  ahead  of  existing  and 
planned  freeways,  and  every  projection  appears  to 
only  compound  the  problem. 

It  has  been  suggested  that  one  way  of  solving  this 
problem  would  be  simply  not  to  continue  the  effort 
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t„  malcli  numbers  of  motor  vehicles  with  miles  of 
frecMViiys  and  the  resulting;  chaos  would  force  funda- 
mental" rethinking  of  transportation  planning  in  Oali- 
fornia  Although  this  approach  may  m  theory  have 
merit  when  considering  the  inefficacy,  huge  costs, 
and  serious  attendant  problems  resulting  from  cur- 
rent policy,  it  is  obvious  that  it  is  totally  unrealistic. 
However,  it  is  equally  obvious  that  California  can 
no  longer  afford  the  luxury  of  its  narrowly  con- 
ceived piecemeal  approach  toward  planning  m  one 
of  its  most  vital  areas  of  development  policy. 

It  has  been  estimated,  for  example,  that  within 
the  next  50  years  the  demand  for  transportation  of 
people  and  goods  in  California  will  increase  to  in 
excess  of  500  percent  and  700  percent  above  existing 
levels  respectively.  When  this  huge  increase  in  de- 
mand" is  correlated  with  the  projected  growth  m  land 
occupancy  from  50  percent  to  70  percent  m  the  same 
period  it  seems  inconceivable  that  there  will  be  a 
continuation  of  the  current  policy  which  gives  the 
freeway  priority  over  all  other  uses  of  the  land  re- 
source in  California. 

In  addition  to  the  work  of  this  committee  m  the 
planning,  developmental,  and  resource  utilization  im- 
plications of  current  transportation  policy  in  Cali- 
fornia which  is  detailed  in  its  report  on  highway  and 
freeway  planning,  there  are  numeroiis  other  recent 
developments  which  are  indicative  of  the  gradual 
change  in  thinking  about  this  matter. 

First  most  federal  legislation  (housing  acts,  fed- 
eral aid  highway  acts,  etc.)  enacted  in  recent  years 
bearing  on  this  subject  contains  one  or  more  provi- 
sions requiring  that  comprehensive  transportation 
planning  be  included  in  urban  planning  and  coordi- 
nated with  highway  and  freeway  planning.  Although 
these  requirements  are  significant  recognition  by  the 
Congress  of  this  need,  there  is  some  question  as  to 
the  overall  effectiveness  of  these  efforts. 

Second,  as  a  result  of  these  federal  requirements, 
and  a  growing  congestion  of  regional  highways  and 
freeways,  at  least  two  formalized  comprehensive  re- 
gional transportation  studies  (BATS— Bay  Area 
Transportation  Study,  and  LAKTS— Los  Angeles  Ee- 
gional  Transportation  Study)  are  underway,  one  re- 
o-ional  rapid  transit  program  is  under  construction 
"(BART— Bay  Area  Rapid  Transit),  and  preliminary 
planning  for  some  form  of  limited  rapid  transit  has 
been  initiated  in  Los  Angeles.  Although  these  efforts 
represent  a  more  comprehensive  approach  toward  this 
problem,  each  differs  in  scope  and  objectives,  and  is 
focused  upon  essentially  regional  and  local  needs. 

Third,  1965  legislation,  amended  in  this  committee 
which  passed  both  the  Assembly  and  Senate,  and 
failed  of  agreement  in  conference  committee  by  one 
vote,  would  have  created  the  ' '  California  Transporta- 
tion'Planning  Study  Committee."  This  legislation 
noted  that  "...  The  placement  of  major  transporta- 
tion arterials  has  profound  impact  on  the  environ- 
ment by  irreversibly  changing  the  land  and  resource 
use  pattern  in  the  immediate  vicinity  as  well  as  de- 
termining the  long-term  economic  growth  potential 
of  the  area,  and  it  is  therefore  of  fundamental  im- 
portance that  the  most  comprehensive  and  meaning- 


ful evaluation  possible  be  made  of  the  number  an^ 
location  of  regional  transportation  corridors  .  .  ."  1 
further  noted  that  "...  A  balanced,  efficient,  ec( 
nomical,  safe,  comfortable,  and  articulated  statewid 
system  of  mass  transportation  is  of  fundamental  m 
portance  to  the  well-being  of  the  people,  to  the  oi 
derly  and  responsible  development  and  preservatio 
of  the  natural  environment,  to  the  statewide  tax  strui 
ture,  and  to  the  growth  and  development  of  iudustr 
throughout  California  ..." 

The  basic  objectives  of  the  committee  study  wei 
to  "...  (1)  ascertain,  within  the  projected  distribi 
tion  of  population  statewide,  the  multimodal  tran 
portation  requirements  for  the  movement  of  peep 
and  goods,  and  (2)  formulate  a  balanced  plan  f( 
integrated,  mass  transportation,  utilizing  all  modi 
and  so  structured  as  to  provide  for  continuous  u] 
dating  and  the  projecting  of  future  requirements  an 
means  of  meeting  them  ..."  The  study  would  hai 
included  "...  the  operation,  effect,  administratio: 
enforcement,  and  needed  revision  of  any  and  all  Ip 
in  any  way  bearing  upon  or  relating  to  the  subje" 
of  this  study  ..." 

Fourth,  in  response  to  the  growing  concern  ovi 
this  problem,  a  California.  Integrated  Transportatic 
Study  was  prepared  for  the  GoA'ernor  between  Mar( 
and  September  1965  by  North  American  Aviatic 
Corporation.  The  conclusions  and  model  study  su. 
gested  in  this  report  in  general  support  the  need  f 
a  more  comprehensive  public  policy  in  this  area 
state  planning  and  development.  No  further  acti( 
has  been  taken  on  the  report  as  of  this  time. 

Therefore,  although  there  appears  to  be  no  realist; 
alternative   to   the   present   policy  of   attempting 
meet  the  demand  for  freeways  throughout  Calif ornii. 
the  time  would  seem  to  have  arrived  for  public  d 
cussion  of  the  need  to  broaden  the  objectives  of  trai 
portation   policy   in   California,   providing  for  _  mo 
comprehensive  planning  in  this  field,  and  leading 
the  development  of  a  statewide  transportation  syste 
complementing  the  motor  vehicle  in  the  movement 
people  and  goods,  providing  a  choice  of  modes  whe 
one  does  not  now  exist,  and  by  the  development 
transportation  corridors  throughout  the  state,  contri 
uting  to  a  more  orderly  urban  growth  and  great 
enjoyment  and  utilization  of  the  state's  incompai 
ble  natural  resources. 

Subsequent  to  the  1965  legislative  session  the  Co> 
mission  on  California  State  Government  Organizatii 
and  Economy  (the  so-called  California  "Little  H< 
ver  Commission")  also  reviewed  the  organizatior 
structure  and  relationships  governing  the  highw 
and  transportation  planning  process.  The  conclusici 
and  recommendations  contained  in  the  December  19 
report  of  the  commission  are  very  similar  to  those 
this  committee  which  are  outlined  in  this  summa: 

RECOMMENDATIONS 

Based  on  its  exhaustive  196.3-65  studies,  its  1^ 
legislative  program,  and  additional  continuing  revi' 
of  the  problem,  the  committee  recommends  the  f 
lowing : 
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With  Respecf  fo  the  Policies  Governing  Environmental 
and  Transportation  Planning  and  the  Allocation 
'    of  Natural  Resources  .   .   . 

fhe  creation  of  a  California  Transportation  Plan- 
iig  Study  Commission  to 

a.  Ascertain,  within  the  projected  distribution  of 
population  statewide,  the  multimodal  trans- 
portation requirements  for  the  movement  of 
people  and  goods  throughout  the  state; 

b.  Formulate  a  balanced  statewide  plan  for  inte- 
grated, mass  transportation,  utilizing  all 
modes  and  structured  to  provide  for  continu- 
ous updating  and  tlie  projecting  of  future  re- 
quirements ; 

c.  Predict  and  minimize  the  impact  of  the 
planned  transportation  arterials  on  the  eco- 
nomic, social,  historical,  and  aesthetic  fabric 
of  the  affected  communities  and  natural  re- 
sources ; 

d.  Establish  the  policies  governing  the  continu- 
ous planning,  management,  and  financing  of 
this  program. 

With  Respect  to  Planning  for  Highv/ays 
and  Freeways  .  .  . 

1.  The  highway  Transportation  Agency,  through 
its  Department  of  Public  Works  and  Division 
of  Highwa,ys,  should  be  specifically  directed  to 
consider,  in  a  formalized  procedure  equiva- 
lent to  that  devoted  to  engineering  and  cost 
considerations,  all  factors,  translated  into  costs 
whenever  feasible,  affected  by  the  location  of  a 
highway  or  freeway,  including  but  not  limited 
to  such  factors  as  community  values;  recrea- 
tional, aesthetic,  and  park  values;  historical 
values;  adjacent  land  values;  impact  on  local 
tax  rolls;  and  total  projected  regional  trans- 
portation requirements,  and  a  full  and  com- 
plete report  thereon  be  made  available  to  the 
general  public  and  widely  publicized  in  the 
area  affected  no  less  than  60  days  prior  to  the 
first  scheduled  public  hearing  by  the  Division 
of  Highways.  This  report  should  also  include 
the  following  information : 

a.  Comments  by  the  State  OfSee  of  Planning 
on  the  proposed  routing  alternatives  based 
on  its  evaluation  of  the  coordination  of 
these  proposed  routing  alternatives  with  (1) 
other  public  works  projects,  (2)  regional 
transportation  requirements,  (3)  regional 
recreational  needs,  and  (4)  local  and  re- 
gional land  use  master  plans. 

b.  Comments  by  the  State  Kesources  Agency 
on  the  proposed  routing  alternatives  based 
on  its  evaluation  of  the  impact  of  these 
proposed  routing  alternatives  on  the  long- 
range  recreational  and  commercial  poten- 
tial of  the  natural  resources  in  the  area  af- 
fected. 


c.  Cost  estimates  of  all  adjacent,  connecting, 
and  continuation  segments,  to  preclude  the 
adoption  of  two  connecting  "least  expen- 
sive" segments  wliich  might,  in  total,  be 
more  costly  than  a  combined  alternative 
through  the  same  area. 

d.  A  presentation  of  the  long-range  plans  as 
they  are  currently  known  for  the  highway 
and  freeway  network  in  the  region  contain- 
ing the  proposed  routing  alternatives. 

2.  In  the  event  a  public  hearing  by  the  commis- 
sion on  a  final  route  adoption  is  not  requested 
by  the  local  governing  body,  a  formalized  pro- 
cedure should  be  establislied  whereby  the  com- 
mission would  be  required  to  hold  such  a 
public  hearing  upon  petition  of  a  reasonable 
segment  of  the  local  community.  In  specinl  sit- 
uations where  route  adoptions  are  of  statewide 
interest  or  when  so  directed  by  legislative  res- 
olution, in  addition  to  any  herring  in  tlie  area 
affected,  the  commission  should  hold  a  public 
hearing  in  one  of  the  recognized  populatiLU 
centers  of  the  state. 

3.  The  highway  Transportation  Agency  and 
State  Highway  Commission  should  review 
their  respective  operating  procedures  to  en- 
sure that  the  policies  set  forth  by  the  Legisla- 
ture governing  route  adoptions,  especially 
those  policies  contained  in  Sections  210 
through  215  of  the  Streets  and  Highways 
Code,  and  implemented  by  procedural  reso- 
lutions, are  being  scrupulously  and  fully  ob- 
served. 

With  Respect  to  Organization  and  StafFing   .   .   . 

1.  To  enable  the  highway  Transportation  Agency 
to  carry  out  its  broader  planning  responsibil- 
ities, it  should  be  specifically  authorized  and 
directed  to  add  specialists  to  its  staff'  and  ad- 
ministrative hierareliy,  who  by  training  and 
experience  are  qualified  to  analyze  the  impact 
of  various  routing  alternatives  on  such  fac- 
tors as  community,  recreational,  aesthetic,  p?rk, 
historical,  and  adjacent  land  values;  local  tax 
rolls,  and  regional  transportation  require- 
ments. Such  specialists  should  include,  but  are 
not  limited  to,  disciplines  such  as  economics, 
landscape  and  design  architecture,  fish  and 
wildlife  management,  park  and  recreation  man- 
agement, history  and  sociology,  agriculture, 
and  urban  and  regional  planning. 

2.  To  enable  the  California  Highway  Commission 
to  function  as  an  independent  policymaking 
body,  with  the  capacity  to  consider  the  total 
public  interest  in  making  decisions  on  route 
adoptions,  the  following  organizational  and 
administrative  changes  should  be  made  : 

a.  The  close  organizational  ties  to  the  highway 
Transportation  Agency  should  be  elimi- 
nated by 
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1.  Relieving  the  Administrator  of  the  high- 
way Transportation  Agency  of  his  addi- 
tional responsibility  as  Chairman  of  the 
California  Highway  Commission.  lie  may 
remain  as  an  ex  officio  member  of  the 
commission,  not  eligible  for  the  chair- 
manship. The  chairman  should  be  chosen, 
as  is  the  usual  practice,  periodically  by 
vote  of  the  members. 

2.  Relieving  the  Director  of  the  Depart- 
ment of  Public  Works  on  his  additional 
responsibility  as  Administrative  Officer 
of  the  California  Highway  Commission. 
If  an  administrative  officer  is  required 
in  addition  to  the  secretary  of  the  com- 
mission, he  should  be  appointed  by  the 
commission,  and  should  not  serve  also  on 
the  staff  of  the  highway  Transportation 
Agency. 

b.  The  close  administrative  ties  to  the  highway 
Transportation  Agency  should  be  elimi- 
nated by  providing  the  commission  with  a 
limited,  independent  staff  of  specialists  in 
such  disciplines  as  engineering,  economics, 
landscape  and  design  architecture,  fish  and 
wildlife  management,  park  and  recreation 
management,  history  and  sociology,  agricul- 
ture, and  urban  and  regional  planning.  To 
ensure  that  this  independent  staff  is  kept 
to  the  absolute  minimum,  the  commission 
should  also  be  given  the  authority  to  con- 
tract for  independent  professional  consult- 
ants in  various  disciplines  to  review  pro- 
posed routing  alternatives  on  a  project  by 
project  basis.  This  staff  should  have  the 
basic  responsibility  of  providing  the  com- 
mission with  an  independent  evaluation  of 
all  routing  proposals  of  the  highway  Trans- 
portation Agency.  Based  on  the  presenta- 
tions of  the  agency  and  all  other  affected 
interests,  the  staff  would  be  responsible  for 
recommending  a  routing  alternative  to  the 
commission,  or  remanding  the  proposals  to 
the  agency  for  further  study.  The  cost  of 
this  additional  review  process  is  immeasur- 
ably small  in  view  of  the  huge,  continuing 
public  investment  in  highways  and  freeways, 
and  the  profound  effect  their  location  has  on 
the  quality  of  future  life  in  California. 

c.  To  make  the  commission  more  broadly  rep- 
resentative of  the  total  public  interest,  and 
to  preclude  an  imbalance  of  representation, 
the  membership   should  be   geographically 


based  and  should  represent  certain  broi 
areas  of  society. 

3.  To  enable  the  California  Highway  Commi 
sion  to  devote  maximum  possible  effort 
its  policy  responsibilities,  it  should  be  autho 
ized  to  delegate  all  nonpolicy  or  quasi-admi 
istrative  duties  to  the  Director  of  Pub) 
Works  and  State  Highway  Engineer. 

Wifb  Respect  to  Powers  of  the  Highway 
Commission  .  .  . 

1.  Section  103  of  the  Streets  and  Highways  Coi 
should  be  amended  to  change  from  conclusi 
to  rebuttable  the  effect  of  a  resolution  of  t'. 
commission  stating  that  the  public  intere 
and  necessity  require  the  acquisition  of 
given  parcel  of  property.  Such  an  amendme 
would  provide  the  opportunity  for  a  decisi( 
of  the  commission  to  be  appealed  to  the  cour 
and  in  sucli  an  instance  would  enable  the  j 
dicial  process  to  operate  in  the  determinatii 
of  whether  a  highway  or  freeway  routing 
planned  and  located  in  such  a  manner  th 
will  be  most  compatible  with  the  greatest  pt) 
lie  good  and  the  least  private  injury.  It  woi;' 
also  remove  the  implied  state  policy  that  higi 
ways  represent  the  higliest  and  best  use  of  la 
in  California. 

2.  Section   103.5  of  the   Streets  and  Highwt. 
Code   should   be   either    (a)    repealed,    whil 
would  exempt  all  lands  dedicated  to  park  pi 
poses  from  the  eminent  domain  authority  • 
the  commission,  or   (b)   amended  to  make  1 
exercise    of    such    eminent    domain    author^ 
contingent  on  tlie  approval  of  park  adm 
istering  authorities;  which  in  the  case  of  1 
state  would  be  the  State  Park  Commissi' 
The  committee  feels  that  this  section  is  an 
cessive  and  unreasonable  delegation  of  poT 
by  the  Legislature  and  operates  to  dimin 
the  exercise  of  responsibilities  placed  by  1 
upon  other  state  agencies.  Ample  preced 
for  amending  this  statute  can  be  found  in  S 
tion    101.3,   which   requires   approval   by    i 
Reclamation  Board  of  any  plans  by  the  ]• 
partment  of  Public  Works  for  a  bridge  i" 
other  structure  across  any  river  or  drainin 
channel  or  basin  under  the  jurisdiction  of  ; 
board,  and  also  in  Section  100.2,  which  i- 
quires  the  department  to  enter  into  an  agi- 
ment  with  local  authorities  prior  to  clos; 
any  city  street  or  county  highway  with  ; ' 
freeway. 
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REGIONAL  PLANNING  IN  THE  LAKE  TAHOE  BASIN 


iased  upon  intensive  study  during  the  19G3-C5  in- 
m  period,  in  its  1965  report  to  the  Legishiture 
committee  outlined  the  eiSects  of  rapid  growth 
in  the  world-renowned  scenic  beauty  of  the  Lake 
loe  Basin.  In  its  discussion  of  this  problem  the 
imittee  said  the  following : 

"Lake  Tahoe,  described  by  Mark  Twain  as 
'surely  the  fairest  picture  the  whole  earth  af- 
fords,' ^  is  one  of  the  great  natural  resources  of 
California — and  the  entire  United  States.  Lo- 
cated at  an  elevation  of  6,200  feet  in  a  structural 
basin  of  the  snowcapped,  forest-covered  Sierra 
Nevada  Mountains  on  the  border  between  Cali- 
fornia and  Nevada,  this  magnificent  body  of  wa- 
ter is  21  miles  long  and  12  miles  wide,  has  an 
area  of  some  192  square  miles,  and  is  one  of  the 
highest  and  deepest  fresh  water  lakes  in  the 
world.  With  a  maximum  depth  of  1,645  feet  and 
a  mean  depth  of  990  feet,  it  contains  the  stag- 
gering total  of  122  million  acre-feet  of  water; 
by  comparison.  Lake  Mead,  formed  by  Hoover 
Dam,  which  is  one  of  the  largest  artificial  lakes 
in  the  woi-ld,  contains  an  average  of  approxi- 
mately 14  million  acre-feet  of  water. 

"In  its  superb  setting,  and  possessing  the 
unique  quality  of  being  one  of  the  clearest  lakes 
in  the  world  (only  Lake  Baikal  in  Russia  and 
Crater  Lake  in  Oregon  are  known  to  be  compa- 
rable), it  is  not  surprising  that  Lake  Tahoe  has 
become  one  of  the  most  popular  all-year  moun- 
tain recreational  attractions  in  the  western 
United  States.  Of  course,  wherever  such  an  in- 
comparable lake  were  to  be  located,  it  is  likely 
that  it  would  see  a  steady  increase  in  visitors 
and  permanent  residents  as  a  natural  conse- 
quence of  exploding  jjopulation  and  improved 
'  transportation  means  and  facilities,  coupled  with 
j  the  increasing  leisure  and  financial  resources  of 
the  disposal  of  the  American  people. 

"However,   the  Lake   Tahoe   Basin  has  been 

1  blessed  or  cursed,  depending  on  one's  point  of 

I   view,  with  several  additional  factors  which  have 

uniquely  contributed  to  the  phenomenal  recent 

and  projected  increase  in  its  temporary  and  per- 

manent  population,  and  the  accompanying  rap- 

I   idly  accelerating  rate  of  private  and  commercial 

;   development.  Included  in  these  factors  are   (1) 

i   the  year-round  attraction  of  legalized  gambling 

j   in  numerous  resorts  and  casinos  on  the  Nevada 

i  side  of  the  lake,  (2)  the  high-speed,  high-volume 

I   transportation  arterials  leading  into  and  out  of 

'   the  Lake  Tahoe  Basin,  (3)  the  proximity  to  and 

;    easy  access  from  the  increasingly  heavily  popu- 

■;   lated  San  Francisco  Bay  region  and  Sacramento 

j   Valley,  which  provide  a  ready  market  for  perma- 

I  nent  home  and  cabin  sites  on  the  lake  and  a 

ji  variety  of  commercial  enterprises,  and   (4)   the 

;   accelerating  development  of  year-round  facilities 

for  such  sports  as  snow  skiing,  water  skiing,  boat- 

'^  Roughing  It,  p.  169. 


ing,  golf,  fishing  and  swimming  at  many  points 
in  the  basin. 

"In  view  of  this  increasingly  heavy  usage  and 
exploitation,  the  Lake  Tahoe  Basin  is  a  micro- 
cosm of  the  developing  need  for  integrated 
resources  planning  and  management  which  is  be- 
coming apparent  througliout  the  State  of  Cali- 
fornia. With  nearly  every  major  resource  pres- 
ent to  some  extent  in  tlie  basin,  which  is  a  well- 
defined  region  by  most  standards,  it  is  clear  that 
most  of  the  problems  of  future  development  and 
the  preservation  of  values  in  the  basin  are  in- 
escapably regional  in  their  significance.  And  if 
this  development  is  to  proceed  in  such  a  manner 
as  to  preserve  some  of  the  basin's  original  charm 
and  beauty,  and  yet  strike  the  proper  balance 
with  the  private  and  commercial  exploitation  nec- 
essary to  serve  the  permanent  population  of 
some  one-half  million  and  an  annual  visitor  count 
in  the  millions  estimated  for  the  basin  in  the 
year  2000,  it  can  be  achieved  only  by  the  most 
careful  and  visionary  planning  and  enforcement 
of  land  use,  and  unyielding  protection  of  the 
values  which  are  unique  to  this  area. 

"However,  the  achievement  of  a  truly  work- 
able approach  to  these  development  problems  is 
immeasurably  complicated  by  the  profusion  of 
governmental  jurisdictions  (one  federal  govern- 
ment, two  states  and  five  counties),  districts,  and 
administrative  agencies  in  the  basin,  each  of 
which  exercises  a  varying  degree  of  responsibil- 
ity and  authority  for  specific  matters  in  the  ba- 
sin." 

The  investigation  by  the  committee  was  focused  on 
the  following  five  questions : 

"1.  What  has  been  the  impact  of  development  to 
date  on  the  Lake  Tahoe  Basin  ? 

"2.  Who  holds  the  responsibility  and  authority 
for  regional  planning  and  development  in  the 
Lake  Tahoe  Basin  ? 

"3.  What  should  be  the  role  of  the  State  of  Cali- 
fornia and  its  agencies  in  regional  planning 
and  development  in  the  Lake  Tahoe  Basin? 

' '  4.  What  is  the  status  of  regional  planning  in  the 
Lake  Tahoe  Basin  ? 

"5.  What  is  the  necessity,  desirability,  and  fea- 
sibility of  establishing  a  regional  multipur- 
pose authority,  with  broad  powers  under  the 
law  to  develop  and  enforce  a  regional  master 
plan,  which  will  ensure  the  optimum  develop- 
ment and  maximum  preservation  of  the 
values  which  are  unique  to  the  Lake  Tahoe 
Basin?" 

As  the  result  of  its  review  of  testimony  presented 
by  every  public  and  private  body  with  an  interest 
in  the  future  of  the  lake  and  its  surrounding  basin, 
the  committee  reached  the  following  conclusions: 

1.  Although  it  varies  by  location,  the  general 
impact  of  development  to  date  in  the  Lake 
Tahoe  Basin  has  been  serious,  and  in  some 
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areas  thoughtless  exploitation  has  damaged 
the  amenities  beyond  reasonable  hope  of  re- 
covery. In  addition,  if  the  growth  iu  basm 
population  continues  at  its  present  pace  in 
the  absence  of  a  responsible  pattern  of  con- 
trols, the  basin  faces  the  possibility  of  general 
and  irreversible  overexploitatiou.  The  most 
urgent  problems  arising  from  this  situation 
are  the  need  for  the  development  and  enforce- 
ment of  a  responsible  land  use  plan,  and  an 
effective  means  of  protecting  the  unique  clar- 
ity of  lake  water  from  pollution  and  eutrophi- 
cation.^ 

2.  Under  existing  law,  the  responsibility  and 
authority  for  planning  in  the  Lake  Tahoe 
Basin  is  vested  in  the  planning  commissions 
and  boards  of  supervisors  or  commissioners  of 
the  five  basin  counties.  The  Lake  Tahoe  Re- 
gional Planning  Commission,  which  is  com- 
posed of  representatives  of  the  county  govern- 
ing bodies  and  planning  commissions,  performs 
an°advisory  function  only,  and  in  this  capacity 
made  a  substantial  contribution  to  the  prepa- 
ration of  the  Lake  Tahoe  1980  Regional  Plan. 
In  addition,  there  are  a  number  of  independ- 
ent governmental  agencies  which  are  under 
no  compulsion  to  make  administrative  deci- 
sions in  conformance  with  the  provisions  of 
any  land-use  plan  approved  by  the  county 
planning  commissions  and  governing  bodies. 

3.  Pending  the  development  of  the  characteris- 
'  tics  of  a  possible  regional  authority,  the  com- 
mittee concluded  that  there  should  be  no 
modification  of  the  existing  statutory  respon- 
sibilities of  California  state  agencies  with  re- 
spect to  the  development  and  implementation 
of  a  regional  plan  for  the  basin.  On  the  basis 
of  the  preliminary  information  presented  to  it, 
however,  the  committee  expresses  its  concern 
over  the  state  and  local  administrative  organi- 
zation and  standards  governing  the  control  of 
water  pollution  of  Lake  Tahoe,  and  is  hopeful 
that  this  matter  will  eventually  be  clarified. 

4.  As  a  result  of  the  foresight  and  leadership 
displayed  by  piiblic  bodies  and  private  inter- 
ests through  the  Tahoe  Regional  Planning 
Commission  and  the  Lake  Tahoe  Area  Coun- 
cil, a  Lake  Tahoe  1980  Regional  Master  Plan 
has  been  prepared  to  guide  the  long-range 
development  of  the  basin.  This  plan,  which  is 
presently  being  reviewed  by  the  individual 
basin  counties,  appears  to  the  coramittee  to 
be  a  well-conceived  approach  to  achieving  the 
long-range  crucial  and  necessary  balance  be- 
tween exploitation  and  preservation  of  the 
varied  resources  imique  to  the  basin.  The  com- 
mittee agrees,  however,  that  the  ultimate  effec- 
tiveness of  this  land-use  plan  will  be  measured 
by  the  degree  to  which  its  essential  provisions 

2  A  biochemical  process  in  lal-ce  waters  by  which  increasing  bio- 
logical  activity  (usually  algal  growth)  resulting  from  add ed 
nutrients  frequently  from  sewage  wastes,  produces  turbidity, 
a  process  which  would  destroy  the  unusual  character  of  Lalte 
Tahoe  water. 
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are  carried  out.  With  respect  to  this,  the  com 
mittee  expresses  its  concern  over  the  possibl 
compromise  of  one  of  the  fundamental  prerr 
ises  of  the  Lake  Tahoe  1980  Regional  Plan- 
namely,  the  West  Shore  Parkway — by  the  ai 
parent  insistence  of  the  California  Division  c 
Highways  and   California  Highway  Commii 
sion  on  imposing  a  four-lane,  controlled-accef 
freeway  in  place  of  the  parkway  along  tl 
west  shore  of  Lake  Tahoe. 
5.  Because  the  complex  pattern  of  government; 
jurisdictions  in  the  basin  makes  all  but  impo 
sible  the  unified,  comprehensive  approach  i 
basin  management  which  is  necessary  to  pr 
vent  overexploitatiou  of  the  remaining  amen 
ties  of  this  great  resource,  the  committee  fine 
a  clear  need  for  the  creation  of  some  kind  ( 
bistate,  regional  authority  to  govern  basin  d 
velopment.  This  regional  authority  would  ha' 
broad  powers  under  the  law  for  the  develo 
ment  and  enforcement  of  a  regional  mast 
plan  which  will  ensure  optimum  developme: 
and  maximum  preservation  of  the  values  whii 
are  unique  to  the  Lake  Tahoe  Basin.  Gener 
support  was  expressed  at  the  public  hearii 
of  the  committee  for  this  regional  approai. 
to  basin  management,  and  a  general  desis 
was  evident  to  proceed  to  the  task  of  defini!i: 
the  most  effective  means  by  which  this  obji, 
tive  can  be  realized. 
In  view  of  the  serious  and  urgent  nature  of  th( 
conclusions,  the  committee  felt  that  the  only  hope  i 
achieving  responsible,  long-range  management  of  t 
Lake  Tahoe  Basin  lay  in  the  creation  of  an  effectr 
bistate  regional  governing  body  possessing  the  at 
ity  to  make  the  kinds  of  decisions  concerning  dev 
opment   and  use   of   the   regional  natural   resouri 
which  clearly  transcend  the  interests  of  the  numerc 
local  entities  and  agencies  of  government  within  1 
basin.   In  addition,   to   enable   full   consideration 
the  State  of  California  of  the  advantages  of  a  W 
Shore  Parkway,  the  committee  felt  that  it  was  n 
essary  to  provide  the  state  with  such  statutory  i 
thority. 

The  committee  therefore  recommended  that 

A  Lake  Tahoe  Regional  Authority  Study  Comn 
sion  should  be  established  to  develop  the  charad 
statutory  framework,  and  powers  of  the  regional   • 
thority  necessary  to  provide  for  comprehensive  m  ■ 
ageraent  of  development  in  the  Lake  Tahoe  Bai , 
and 

To  provide  a  clear  statutory  basis  for  the  constr  ■ 
tion  of  parkways  by  the  State  of  California,  the  s  ■ 
utory  authority  for  the  designation,  construction,  :  1 
maintenance  of  parkways  should  be  enacted. 

The  1965  California  Legislature  endorsed  tls 
recommendations,  establishing  the  California  pf  • 
way  system  and,  in  conjunction  with  the  Nevada  S' « 
Legislature,  creating  the  Lake  Tahoe  Joint  St? 
Committee  to  study  and  recommend  the  characte-- 
tics  and  powers  of  a  bistate  regional  agency  gov(  i- 
ing  basinwide  development. 


The  bistate  committee  has  completed  itfi  work,  and 
ill  report  its  recommendations  to  the  1967  Legisla- 
res  of  both  California  and  Nevada.  This  committee 
oks  forward  with  anticipation  to  these  recommenda- 
3ns,  and  is  hopeful  that  they  will  point  the  way- 
ward establishment  of  a  regional  agency  without 


precedent  anywhere  in  the  world.  Shovild  this  effort 
succeed,  and  tliis  committee  is  confident  that  it  will, 
the  resulting  preservation  of  some  degree  of  the 
beauty  of  the  Lake  Talioe  Basin  for  succeeding  gen- 
erations will  be  an  achievement  in  which  this  com- 
mittee is  proud  to  have  played  a  part. 


THE  FILLING  OF  SAN  FRANCISCO  BAY 


As  part  of  its  continuing  review  of  the  policies 
iverning  resources  planning,  and  management  in 
alifornia,  the  committee  maintains  its  interest  in 
ie  problems  associated  with  growth  in  the  San  Fran- 
sco  Bay  area,  especially  as  they  affect  the  tide  and 
ibmerged  lands  of  San  Francisco  Bay  itself.  During 
(6  1963-65  interim,  the  committee  studied  this  matter 
1  some  detail,  and  in  its  1965  report  to  the  Legisla- 
;re  said  the  following : 

1         "The  impact  of  California's  growing  popula- 
1     tion  on  the  environment  is  becoming  increasingly 
•     apparent  in  many  ways,  and  is  posing  increas- 
(     ingly  complex  and  difficult  problems  of  respon- 
[     sible  resources  planning  and  management.   One 
of  the  most  dramatic  illustrations  of  those  com- 
plex problems  can  be  found  in  the  accelerating 
plans  for   reclamation   of   tide   and   submerged 
lands  in  the  San  Francisco,  San  Pablo,  and  Sui- 
sun  Bays.  These  plans,  which  are  direct  result 
of  the  rapidly  expanding  population  in  the  San 
Francisco  Bay  area  and  the  demand  for  addi- 
tional real  estate  for  residential,  commercial,  and 
industrial  use,  bring  into  unusually  sharp  focus 
the  urgent  need  for  responsible,  visionary,  long- 
range  regional  planning  which  integrates  all  of 
the  needs  of  the  region,  and  strikes  the  proper 
balance  between  private  and  commercial  exploita- 
tion of  the  bay  and  the  recreational  and  aesthetic 
requirements  of  the  public. 

"Although  it  is  generally  agreed  that  San 
Francisco  Bay  is  a  unique  and  valuable  resource 
— one  of  the  greatest  of  its  kind  in  the  world — ■ 
and  possesses  many  values  other  than  use  as  real 
estate,  the  steady  process  of  filling  the  marsh, 
tidal,  and  submerged  lands  susceptible  of  recla- 
mation has  in  the  last  one  hundred  years  shrunk 
the  bay  from  some  568  square  miles  to  less  than 
325  square  miles.  And  there  are  ambitious,  uni- 
lateral plans  on  the  part  of  the  many  grantees, 
lessees,  and  owners  to  fill  much  of  these  remain- 
ing lands.  If  this  process  continues  in  the 
absence  of  a  responsible  plan,  in  another  genera- 
tion the  bay  as  a  major  element  of  the  San  Fran- 
cisco Bay  region  will  cease  to  exist. 


"This  situation  has  developed  as  a  result  of 
the  failure  of  public  policy  in  California  to  rec- 
ognize the  importance  of  San  Francisco  Bay  as 
a  major  resource  in  its  own  right  and  to  enact  a 
responsible,  uniform,  comprehensive  policy  to 
govern  the  disposition  of  state-owned  tide  and 
submerged  land.  As  a  result,  much  of  the  tide 
and  submerged  land  in  the  San  Francisco  Bay 
has  been  granted,  leased,  or  actually  sold  to  a 
profusion  of  governmental  entities  and  private 
organizations,  with  development  governed  by  a 
wide  array  of  terms  and  conditions.  In  view  of 
this,  it  is  not  surprising  tliat  the  greater  propor- 
tion of  planning  for  tlie  future  filling  and/or  de- 
velopment of  the  bay  has  been  proceeding  on  a 
local,  piecemeal,  often  provincial  basis,  unre- 
lated to  the  needs  of  adjoining  areas  or  the  bay 
area  as  a  whole. 

"However,  public  awareness  and  concern  with 
respect  to  this  situation  has  been  rapidly  increas- 
ing, and  a  number  of  public  and  private  organi- 
zations have  taken  an  active  role  in  attempting 
to  find  a  solution  to  this  complex  problem.  Be- 
cause of  the  many  governmental  agencies  at  the 
local,  state,  and  federal  level  and  the  numerous 
private  organizations  and  individuals  who  are 
concerned  with  the  uses  which  are  made  of  San 
Francisco  Bay,  the  present  period  is  one  of  con- 
fusion while  the  essential  dimensions  of  the  prob- 
lem are  being  defined. 

"The  two  major  activities  which  are  currently 
underway  are  a  study  by  the  San  Francisco  Bay 
Conservation  Study  Commission  which  was  cre- 
ated by  the  1964  session  of  the  Legislature,  and 
the  preparation  of  a  regional  shoreline  plan  by 
the  Association  of  Bay  Area  Governments, 
which  is  an  informal  organization  of  the  nine 
counties  and  80-odd  cities  in  the  San  Francisco 
Bay  region. 

"The  Conservation  Study  Commission,  which 
will  report  to  the  1965  session  of  the  Legislature, 
has  been  charged  with  tlie  basic  responsibilities 
of  defining  the  public  interest  in  San  Francisco 
Bay,  determining  the  broad  effects  of  further 
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filling,  and  recommending  legislation  which  pro- 
tects the  public  interest.  In  furtherance  of  these 
objectives,  the  commission  has  been  holding 
weekly  meetings  since  August  1964. 

"The  Association  of  Bay  Area  Governments, 
which  opposes  state  action  until  it  has  been  dem- 
onstrated that  local  action  is  ineffective,  has 
begun  the  preparation  of  a  regional  master  shore- 
line plan  for  the  entire  San  Francisco  Bay  re- 
gion, and  is  building  a  professional  planning 
staff  for  this  purpose.  It  is  anticipated  that  com- 
pletion of  this  plan  will  take  two  to  three  years. 

"Because  of  the  general  concern  on  the  part 
of  numerous  individuals  and  organizations,  es- 
pecially with  respect  to  continuing  reclamation 
in  the  interim  period  while  the  master  plan  is 
being  developed,  a  number  of  bills  were  intro- 
duced in  the  1903  and  1964  sessions  of  the  Legis- 
lature, most  of  which  would  have  restricted  fill- 
ing activities  until  a  long-range  solution  to  the 
problem  has  been  developed.  Opposition  from  pri- 
vate interests  and  the  Association  of  Bay  Area 
Governments,  which  was  based  on  the  premise 
that  local  action  should  be  given  the  first  oppor- 
tunity to  solve  the  problem,  prevented  passage 
of  the  legislation  at  both  sessions  of  the  Legis- 
lature. 

"As  a  result  of  the  opposition  to  initial  legis- 
lation in  the  1963  General  Session,  this  commit- 
tee was  directed  to  make  a  preliminary  review 
of  the  problem  prior  to  the  1964  Budget  Session. 
The  consequence  of  the  initial  hearing  on  this 
subject,  which  was  held  in  San  Francisco  on 
October  22-23,  1963,  was  the  introduction  of  ad- 
ditional legislation  in  the  1964  session,  which 
resulted  in  creation  of  the  Conservation  Study 
Commission  referred  to  previofely.  The  committee 
had  a  second  hearing  in  San  Jose  on  July  9-10, 
1964,   in   which   special   attention   was   given   to 


planning  for  the  south  shoreline  of  San  Francia 
Bay. 

"In  addition  to  the  difficult  tasks  of  definii 
the  public  interest  in  San  Francisco  Bay  and  d 
termining  the  effects  of  further  filling,  the  f( 
lowing  fundamental  questions  must  be  resolv 
by  tlie  many  investigations  currently  underwa 

"1.  How  can  reasonable  and  meaningf 
restrictions  be  placed  on  all  further  fillij 
projects  pending  completion  and  adoptii 
of  a  responsible  regional  shoreline  plan? 

' '  2.  Will   a  meaningful   master   shoreU 
plan  be  developed  and  adopted  which  race 
nizes  all  the  values  of  San  Francisco  B 
and  displays  a  responsible  balance  betwe  | 
exploitation  and  preservation  ? 

"3.  Will  an  effective  means  be  develop 
for  enforcement  of  the  provisions  of  the  nui 
ter  shoreline  plan  ? ' ' 

Based  upon  the  recommendations  of  the  study  co 
mission,  the  1985  Legislature  created  the  San  Fra 
Cisco  Bay  Conservation  and  Development  Commissi!- 
with  a  broadly  based  membership  reflecting  the  ma 
entities  and  agencies  with  an  interest  in  the  bay.  T'' 
commission  was  charged  with  the  responsibility 
formulating  for  consideration  by  the  1969  Legis 
ture  a  regional  shoreline  plan  governing  the  loi 
range  development  of  the  bay  and  balancing  its  usi 
and  recommending  a  meaningful  mechanism  for 
forcing  its  provisions.  During  this  period  the  comni 
sion  was  given  the  authority  to  approve  or  deny  p 
mits  for  filling  the  bay. 

The  committee  is  hopeful  that  a  responsible  p 
and  means  of  enforcement  Avill  be  developed  wh 
will  ensure  the  continued,  balanced  existence  and  i 
lization  of  the  many  values  inherent  in  San  Franci 
Bay,  and  will  follow  closely  the  progress  toward  t 
goal. 
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January  2,  1967 
Honorable  Jesse  M.  Unruh 
Speaker  of  the  Assembly,  and 

Honorable  Members  of  the  Assembly 
State  Capitol 
Sacramento,  California 

Gentlemen : 

The  Assembly  Committee  on  Natural  Resources,  Planning,  and  Public  Works 
submits  herewith  its  report  to  the  Legislature  on  the  1965-67  interim  studies  dealing 
with  management  of  redwood  resources,  including  the  proposed  Redwoods  National 
Park. 

This  complex  matter  has  been  the  subject  of  intense  debate  and  increasingly 
bitter  conflict  for  many  years,  and  for  a  number  of  reasons— including  growing  concern 
over  the  prospects  for  long  term  survival  of  a  representative  example  of  old  growth 
coast  redwoods  in  a  relatively  undisturbed  natural  setting,  the  conflicting  interpretation 
of  the  commercial  and  recreational  values  and  future  of  both  old  and  young  growth 
redwoods,  the  impact  on  the  local  economy  of  additional  public  acquisitions  of  old  and 
young  growth  trees,  and  the  various  proposals  for  a  Redwoods  National  Park — the 
controversy  is  now  educing  national  and  international  interest  and  concern. 

Pursuant  to  its  responsibilities  for  the  development  of  sound  public  policies  gov- 
erning comprehensive  resources  planning  and  management,  the  committee  reviewed 
the  problem  in  its  broadest  context,  and  developed  perhaps  the  most  complete,  in-depth 
record  to  date  of  its  many  dimensions.  And  while  the  attached  report  analyzes  many 
of  the  complexities  which  are  essential  to  an  understanding  of  the  controversy  and  sets 
forth  the  views  of  the  committee  concerning  the  proposed  national  park,  the  basic  and 
at  present  seemingly  irreconcilable  conflicts  in  data — and  interpretations  of  data — 
relating  to  various  crucial  aspects  of  redwoods  management  have  precluded  any  mean- 
ingful judgments  on  the  overall  problem. 


Therefore,  as  outlined  more  fully  in  the  report,  because  of  the  extraordinary 
complexity  of  the  problem,  the  conflicting  and  incomplete  nature  of  much  of  the 
existing  data,  the  great  public  interest  in  its  resolution  throughout  California  and  the 
nation,  and  its  vital  importance  to  the  economic  potential  of  northwestern  California, 
your  committee  has  reached  the  conclusion  that  there  is  a  real,  urgent  need  for  a 
comprehensive,  scholarly  assessment  of  the  short  and  long  range  economic  future  of 
the  entire  north  coast  region.  This  assessment,  which  should  be  conducted  by  a  broadly 
based  study  commission  with  balanced  representation  from  all  interested  groups, 
should,  among  its  objectives,  develop  data  relative  to  the  ecological,  recreational,  and 
commercial  future  of  the  redwoods  which  is  generally  acceptable  to  all  affected  inter- 
ests, and  which  can  form  the  basis  of  a  master  plan  for  the  optimum,  balanced,  long- 
range  economic  development  of  the  entire  region,  and  include  the  most  effective 
contribution  which  can  be  made  by  the  numerous  proposals  for  recreational  and 
resources  development  which  have  been  advanced  in  recent  years  within  the  region. 

Because  of  the  increasingly  serious  conflicts  in  resources  allocation  which  are 
posed  by  California's  explosive  growth,  it  is  becoming  ever  clearer  that  only  by  a  more 
balanced  approach  toward  resources  planning  and  management  will  it  be  possible  to 
achieve  the  wisest  utilization  of  our  remaining  natural  resources  in  the  total  public 
interest.  The  conflict  in  the  redwoods  is  but  another  illustration  of  the  seriousness  of 
this  problem,  and  as  was  proposed  by  your  committee  in  its  1965  report  recommending 
creation  of  the  California-Nevada  Lake  Tahoe  Joint  Study  Committee  to  develop  a 
regional  bistate  approach  toward  basin  resources  planning  and  management — a  pro- 
gram which  was  implemented  by  the  1965  Legislatures  of  both  states  and  now  appears 
on  the  way  toward  a  successful  conclusion — a  comprehensive,  regional  approach  to- 
wards resources  planning  and  management  is  not  only  increasingly  necessary,  but  is 
also  achievable. 

The  committee  expresses  its  appreciation  to  the  many  organizations,  public 
officials,  and  private  citizens  who  contributed  so  generously  and  responsibly  to  this 
study.  This  is  a  problem  of  vital  importance  to  the  future  growth  and  development 
of  California,  and  it  is  hoped  that  our  review  will  contribute  to  its  orderly  and  con- 
tinuing solution. 


Respectfully  submitted. 
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INTRODUCTION 


B- 


(ECAUSE  much  of  the  recent  controversy 
over  management  of  the  redwoods  has 
centered  on  recreational  values  and  uses — 
especially  as  related  to  the  proposed  Redwoods 
National  Park — the  committee  originally  en- 
visioned including  this  subject  as  one  element 
of  its  broad,  in-depth  1965-67  interim  review 
of  recreation  planning  and  management  in  Cali- 
fornia. However,  as  detailed  planning  of  the 
interim  program  proceeded,  it  became  clear 
that  the  economic  and  recreational  implications 
of  this   problem   to    the   state — especially   to 


northwestern  California — coupled  with  the 
great  and  growing  public  interest  in  its  solution, 
indicated  that  it  should  be  more  appropriately 
scheduled  as  a  separate  matter  for  study  by  the 
committee. 

In  view  of  the  countless  words  which  have 
been  and  continue  to  be  written,  and  the  numer- 
ous conflicting  judgments  which  have  been 
made  on  this  subject,  the  degree  of  public  con- 
fusion and  dispute  over  what  the  facts  really 
are  and  what  the  proper  course  should  be  in 
management  of  the  redwoods  is  not  surprising. 


Therefore,  in  the  attempt  to  place  all  avail- 
able information  on  the  record,  the  committee 
requested  every  major  interest  to  present  its 
analysis  of  each  of  the  major  park  and  recrea- 
tion proposals  in  the  light  of  its  own  concerns 
and  responsibilities,  and  in  addition,  wherever 
appropriate  and  feasible,  to  respond  to  the 
larger  dimensions  of  the  overall  problem,  as 
follows : 

1.  The  minimum  acres,  based  on  the  existing 
and  potential  geographic  distribution  of 
preserved  stands  of  sufficient  size,  quality, 
and  integrity  to  most  likely  insure  long 
term  survival  of  the  old  and  young  growth 
redwoods  necessary  to  meet  projected 
long  range  recreational  demands;  such 
estimates  should  include  the  development 
standards  and  criteria  used,  including,  for 
example,  the  relative  intensity  of  camping, 
picnicking,  and  other  development  in  old 
and  young  growth  areas; 

2.  The  minimum  acres,  from  the  point  of 
view  of  both  the  regional  economy  and 
individual  timber  companies,  of  old  and 
young  growth  redwoods  required  to  main- 
tain a  specified  level  of  activity  with  re- 
spect to  sustained  yield  of  both  saw  tim- 
ber and  pulp  production ; 

3.  The  degree  to  which  each  major  proposal 
for  the  management  of  redwood  resources 
(State  Master  Plan,  the  national  park  pro- 
posal of  the  federal  government,  the  na- 
tional park  proposal  of  the  Sierra  Club, 
and  the  industry-sponsored  proposal  of 
the  Redwood  Park  and  Recreation  Com- 
mittee)^ achieves  the  minimum  estimates 
projected  for  recreation  and  commercial 
timber  production  outlined  above;  and  the 
relative  acquisition  and  development  costs 
of  each;  and 

4.  Definition  of  the  extent  and  nature  of 
state  and  federal  responsibility  in  meeting 
the  short  and  long  term  economic  con- 
sequences of  the  adoption  of  a  program 
for  the  long  range  management  of  red- 
wood resources. 

The  response  to  this  approach  has  been 
excellent,  and  in  addition  to  receiving  a  broad 
spectrum  of  views  from  some  40  witnesses  in 
public  hearing,  the  committee  toured  much  of 
the  Redwood  Country  by  air  and  bus  under  the 
I     sponsorship  of  both  recreation  and  commer- 


cially oriented  groups,  and  has  examined  all 
available  pertinent  materials.  Based  upon  this 
comprehensive  record,  which  in  the  judgment 
of  many  of  those  familiar  with  this  subject  is 
the  best  and  most  detailed  yet  to  be  developed, 
the  committee  has  reached  the  conclusions  out- 
lined in  this  report. 

Although  it  is  clear  that  the  conflict  will 
subside  only  with  the  development  of  data  and 
a  program  for  management  of  the  redwoods 
which  is  mutually  acceptable  to  all  the  contend- 
ing interests,  and  provides  optimum  recognition 
of  both  commercial  and  recreational  values — a 
difficult  task  at  best — the  committee  is  con- 
fident that  a  program  can  be  formulated  which 
will  achieve  the  greater  portion  of  the  conflict- 
ing objectives.  As  with  any  compromise  it  will 
not  completely  satisfy  any  interest,  but  with  a 
recognition  by  all  parties  of  the  uniqueness  of 
this  situation  and  the  need  to  develop  a  spirit  of 
cooperation  instead  of  antagonism  and  inflexi- 
bility, it  would  appear  that  a  solution  can  be 
achieved  which  will  well  serve  the  greater  pub- 
lic interest. 

It  is  with  this  hope  and  objective  in  mind 
that  this  report  is  written. 


'  Other  proposals  have  previously  or  subsequently  been  advanced 
and  presented  to  the  committee,  each  of  which  is  essentially 
a  recombination  of  various  elements  of  the  above  four  basic 
proposals. 


THE  REDWOOD  FOREST 


History,  Geography,  and  Ecology 

The  genus  Sequoia  is  today  composed  of 
two  species,  the  Sequoia  gigantea — or  "big 
trees" — found  in  scattered  remnant  forests  in 
the  Sierra  Nevada  Mountains,  and  the  Sequoia 
sempervirens — or  coast  redwoods,  or  just  "red- 
woods"— found  originally  by  man  in  a  narrow 
band  of  forest  generally  not  over  25  miles  wide 
in  the  fog  belt  along  the  California  coast  from 
the  San  Luis  Obispo  county  line  north  for  500 
miles  to  just  across  the  southern  Oregon  border. 
There  is  fossil  evidence  that  much  earlier  in 
geologic  time — some  130  million  years  ago  dur- 
ing the  Age  of  Dinosaurs — a  much  different 
world  climate  nurtured  sequoia  forests  of  many 
species  over  vast  areas  of  North  America  and 
other  continents  as  well.  Today  there  are  rela- 
tively few  isolated  groves  of  Sequoia  gigantea 
remaining  and  they  are  consequently  nearly  all 
protected  in  state  and  national  parks  and  for- 
ests in  the  central  and  southern  Sierra  Nevada. 
Possessing  no  commercial  timber  value,  the 
"big  trees"  are  now  solely  a  recreational  re- 


source, and  are  not  involved  in  the  controversy 
swirling  about  the  Sequoia  sempervirens. 

The  Sequoia  sempervirens,  or  coast  red- 
wood, is  the  other — and  vastly  more  prolific — 
survivor  of  the  ancient  worldwide  Redwood 
Empire,  and  at  the  arrival  of  man  in  2000  B.C. 
occupied  some  1,500,000  to  2,000,000  acres- 
depending  on  definition — of  the  central  and 
northern  California  coast.  Whereas  the  superla- 
tive "big  trees"  are  older  (maximum  known 
lifespan  of  4,000  years),  larger  (average  of  25- 
30  feet  in  base  diameter  and  a  known  maximum 
of  40  feet),  and  comparatively  squat  (average 
of  250  feet  in  height  and  a  known  maximum  of 
320  feet),  by  contrast  the  superlative  "red- 
woods" are  of  lesser  age  (average  of  800  years,. 
and  a  maximum  known  age  of  2,200  years),  are 
more  slender  (average  of  12-16  feet  in  base 
diameter  and  a  known  maximum  of  less  than 
23  feet),  and  are  taller  (average  of  300  feet  in 
height  and  a  known  maximum  of  370  feet). 

Although  the  relationship  is  not  clearly 
understood,    geographically    there    is   a    close 
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parallel  between  fog  and  the  redwood  forest, 
and  the  two  are  found  in  close  association 
along  the  California  coast.  Other  climatic  con- 
ditions favorable  to  the  redwoods  include  mod- 
erate temperatures,  heavy  winter  rains,  and  dry 
summers  with  considerable  fog.  Spreading  north 
from  the  drier,  less  foggy  southern  end  of  their 
range  in  the  Santa  Lucia  Mountains,  the  red- 
woods evolve  from  thin,  scattered,  uncharacter- 
istically shaped  stands  in  narrow,  deep  canyons 
to  the  dense,  tall,  well-formed  forests  of  Hum- 
boldt and  Del  Norte  Counties,  where  the  rain- 
fall reaches  100  inches  a  year  and  the  fog  is 
thick  and  frequent. 

In  addition  to  climate,  the  ecology — and 
consequent  geographic  distribution  and  regen- 
eration potential — of  the  redwoods  is  uniquely 
affected  by  the  characteristics  of  the  watershed 
as  influenced  by  such  complex  factors  as 
geology  and  soil  properties,  the  hydrologic 
cycle  (behavior  of  precipitation,  storm  move- 
ment and  texture,  fiood  flows,  erosion  and  al- 
luvial deposition,  etc.),  and  associated  plant 


families.  And,  although  potentially  capable  of 
reproduction  from  seed,  by  far  the  more  com- 
mon method  of  regeneration  is  through  the 
unusual  and  highly  developed  ability  to  sprout 
seedlings. 

A  great  variety  of  unique  natural  features 
and  related  fish  and  wildlife  habitat — as  well 
as  plant  families — can  be  found  throughout  the 
range  of  the  redwood  forest.  The  natural  fea- 
tures range  from  the  changing  character  of  the 
rocky  and  sand  beach  and  lagoon-marked  coast- 
line inland  to  the  bluffs  and  headlands,  and 
beyond  to  the  rugged  land  of  high  ridges  (rarely 
over  3,000  feet  above  sea  level)  and  deep  val- 
leys cut  by  clear,  swift-flowing  creeks  and  rivers. 
The  mix  of  the  forest  itself  changes  from  south 
to  north — as  the  climate  gets  wetter  the  under- 
story  becomes  lusher — and  from  the  coast  in- 
land to  the  highest  ridge  meeting  the  fog:  near 
the  sea  the  redwood  is  joined  by  spruce,  cy- 
press, and  hemlock,  and  on  the  slopes  and 
divides  by  the  Doug  fir,  tanoak,  and  madrone. 
On  the  alluvial  flats  and  benches  are  found  the 
nearly  pure  stands  of  superlative,  tall  redwoods. 
The  streams  and  rivers  of  "Redwood  Country" 
and  their  associated  fish  and  wildlife  are  attrac- 
tive and  unique  features,  with  the  cutthroat  and 
rainbow  trout,  steelhead,  and  salmon  of  special 
fame  and  interest  to  the  recreationist. 

The  original  and  remaining  geographic 
range  and  acreage  of  the  redwoods  is  a  matter 
of  definition,  and  consequently  subject  to  con- 
siderable debate,  depending  on  the  point  to  be 
made.  Many  of  those  who  advocate  that  more 
acreage  of  virgin — or  "old  growth" — redwoods 
be  set  aside  under  public  protection  understand- 
ably attempt  to  demonstrate  the  largest  possible 
original  acreage  and  the  smallest  possible  re- 
maining acreage,  as  well  as  the  most  rapid  pos- 
sible depletion  of  trees  subject  to  cutting  by 
lumber  companies.  Those  who  oppose  any  fur- 
ther public  acquisitions  naturally  attempt  to 
prove  that  precisely  the  opposite  is  the  case.  In 
view  of  the  welter  of  conflicting  statistic  and 
"facts" — or  differing  interpretations  of  the 
same  facts — it  is  probably  not  possible  to  deter- 
mine the  absolute  truth  with  any  degree  of  pre- 
cision. However,  following  are  several  points — 
variously  accepted  by  the  contending  interests 
— which  are  important  to  an  understanding  of 
the  total  problem  of  redwoods  management, 
and  the  various  alternatives  which  have  been 
suggested. 
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Definition 

When  forest  lands  are  typed  for  species,  it 
is  customary  to  use  a  definition  of  SO  percent 
or  more  stocicing  for  the  species  concerned  (i.e., 
SO  percent  or  more  of  the  ground  is  covered 
with  commercial  timber  of  a  given  species). 
However,  because  of  the  unique  character  of 
the  coast  redwood,  different  definitions  have 
been  used  for  different  surveys.  For  example,  a 
number  of  definitions  have  been  used  to  esti- 
mate -  these  acreages  in  California,  among 
which  are  the  following: 

1.  "California  definition":  5  percent  of  the 
ground  covered  with  commercial  timber. 
20  percent  of  which  is  redwood  (which 
equals  1  percent  of  ground,  or  6.4  acres 
of  redwoods  per  square  mile).  Under  this 
definition  at  least  three  estimates  of  total 
acreage  of  redwoods  have  been  made  by 
the  U.S.  Forest  Service: 

1925:  1,454,000  acres-' 

1945:  1.879,000  acres' 

1954:  1,970,000  acres'' 


2.  "Forest  survey  formula":  20  percent  or 
more  of  cubic  volume  of  saw  timber  and 
pole  stand  is  redwood,  excluding  those 
areas  which  are  10  percent  or  less  cov- 
ered with  timber  (which  equals  2  percent 
of  land).  Under  this  definition  the  U.S. 
Forest  Service  estimated  in  1964  a  total 
of  1,586,000  acres  "  of  redwood-type  land, 
which  also  indicates  that  there  is  nearly 
400,000  acres  of  land  which  have  between 
1  percent  and  2  percent  of  the  area  cov- 
ered with  redwood  trees  of  varying  quality 
and  age.' 

These  varying  estimates  of  total  original 
acreage  of  redwood-type  forest — or  lands — are 
listed  to  illustrate  the  care  which  must  be  exer- 
cised in  interpreting  statements  regarding  the 
extent  of  the  "original"  primeval  redwood  for- 
est. What  is  really  important,  of  course,  to  an 
adequate  understanding  of  the  commercial  and 
recreational  values  involved,  is  not  the  original 
or  remaining  extent  of  acreage,  but  the  quality, 
volume,  location,  watershed  integrity,  and  de- 
velopment capabilities  of  the  various  portions 
of  redwood  forest  in  question.  These  factors 
will  be  considered  subsequently  in  various  sec- 
tions of  the  report. 


L 
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2  All  estimates  are  o£  commercial  lands,  and  exclude  some  100,000 

acres  of  state-owned  lands  where  the  coast  redwood  is  con- 
sidered to  be  the  primary  feature,  or  the  major  values  are 
related  to  the  occurrence  of  the  coast  redwood. 

3  California  Legislature,  Assembly  Committee  on  Natural  Resources, 

Planning,  and  Public  Works,  transcript,  July  15,  1966;  testi- 
mony of  California  Redwood  Association;  Show,  S.B.  1932. 
U.S.D.A.  Tech.  Bui.  No.  283. 


'  Loc.  cjt.,  California  Forest  and  Range  Experiment  Station,    1946. 
Forest  Sun-ey  Release  No.  4. 

''Loc  cit.,  California  Forest  and  Range  Experiment  Station,    1954. 
Forest  Sun'ey  Release  No.  25. 

'  Loc.  cit.f  U.S.  Department  of  -Agriculture,   1965,  Forest  Resource 
Report  No.   17. 

'  Loc.   cit.,  Testimony   of  California  Redwood  Association. 
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"Old  Growth"  and  "Young 
Growth"  Redwoods 

The  major  aesthetic  and  recreational — as 
well  as  commercial — attributes  of  the  coast 
redwoods  are  their  great  size  and  age.  As  Don- 
ald Culross  Peattie  writes  in  A  Natural  History 
of  Western  Trees,  they  are  "...  not  just  oc- 
casionally taller,  in  individual  specimens  grow- 
ing under  unprecedently  favorable  conditions, 
but  taller  as  a  whole,  as  a  race — a  titan  race 
..."  This  conflict  between  the  preservation 
and  cutting  of  the  old  growth  trees — especially 
the  superlative  stands — has  been  at  the  heart 
of  the  debate  over  the  proper  uses  to  be  made 
of  the  redwoods  from  the  very  beginning.  There- 
fore, as  with  all  the  statistics,  careful  interpre- 
tation must  be  made  of  those  referring  to  the 
kinds  of  redwoods  or  redwood-type  land  in  pub- 
lic and  private  ownership.  Accordingly,  of  the 


1,500,000  to  2,000,000  original  acres  of  red- 
wood-type land — the  total  of  which  depends  on 
the  definition  used — all  but  some  250,000  to 
300,000  acres  of  old  growth  trees  of  varying 
quality  and  mix  with  other  species  is  in  various 
stages  of  regrowth,  and  of  the  100,000  acres  of 
redwoods  reported  under  state  ownership,  only 
some  50,000  acres  are  classified  as  old  growth, 
also  of  varying  quality  and  species  mix.*  While 
valuable  from  the  standpoint  of  watershed  pro- 
tection and  ecological  integrity,  as  well  as  the 
placement  of  user  facilities,  young  growth  trees 
are  of  secondary  importance  for  the  major  rec- 
reational values  associated  with  the  primeval 
trees,  whereas  they  are  of  considerable  im- 
portance for  commercial  purposes  if  allowed  to 
reach  sufficient  size. 


»  North  Coast  Kedwood  Master  Plan,  1965;  California  Legislature, 
Assembly  Committee  on  Natural  Resources,  Planning,  and 
Public  Works,  transcript,  July  15,   1966. 
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"Park"  and  "Commercial"  Trees; 
Ecological  and  Watershed  Integrity 

A  third  major  consideration  essential  to  an 
understanding  of  redwoods  management  is  the 
variation  in  forest  composition  and  quality,  and 
the  need  for  maintenance  of  watershed  and 
ecological  integrity.  The  so-called  "superlative," 
"park  quality  or  stand,"  "flat  or  bench"  old 
growth  redwoods  growing  in  dense,  tall  stands 
approaching  100  percent  redwood  trees  are 
what  most  people  think  of  as  representative  of 
the  "redwoods,"  and  generally  what  they  are 
initially  most  interested  in  seeing.  However, 
while  such  stands  are  the  most  dramatic  ele- 
ment, they  are  only  a  part  of  "Redwood  Coun- 
try," which  consists  of  such  diverse  geological 
and  ecological  features  as  wild  sand,  rock,  and 
lagoon-marked  beaches;  bluffs  and  headlands; 
rugged  coastal  mountains;  swift  streams  and 
rivers;  mixed  redwood  and  whitewood  forests; 
and  a  varied  fish  and  wildlife  population.  Be- 


cause the  ridgetops  have  shallow  soils,  less 
dependable  moisture,  and  limited  wind  protec- 
tion they  are  frequently  bald  or  grassy.  The 
sidehills — which  comprise  some  95  percent  of 
"Redwood  Country" — are  in  mixed  upland  for- 
ests of  redwood,  Douglas  fir,  spruce  and  hem- 
lock, tanoak,  and  madrone  of  varying  percent- 
ages— averaging  roughly  two-thirds  redwood 
and  one-third  whitewood.  This  area  comprises 
the  bulk  of  the  commercial  timberland.  The 
remaining  S  percent  is  in  alluvial  flats  and 
benches,  which  with  their  rich,  deep  soils, 
assured  moisture  supply,  and  protection  from 
winds  are  ideal  for  development  of  the  superla- 
tive, dense,  tall  stands  of  nearly  pure  redwood. 
These  stands  have  been  the  focus  of  efforts  to 
set  aside  as  parks,  and  some  choice  areas  have 
been  acquired  at  Jedediah  Smith,  Del  Norte 
Coast,  Prairie  Creek,  and  Humboldt  Redwoods 
State  Parks. 

However,  two  reasons  are  suggested  for 
not  limiting  public  acquisitions  to  the  superla- 
tive stands  only.  First,  the  visitor  frequently 
extends  his  interest  beyond  viewing  the  super- 
lative trees  to  a  desire  to  visit  and  understand 
the  Redwood  Country  as  a  whole,  in  its  natural 
setting,  and  insofar  as  it  is  possible  it  seems 
appropriate  that  he  be  afforded  this  opportu- 
nity. Second,  as  has  been  learned  the  hard  way, 
there  is  a  need  to  manage  carefully  the  ecologi- 
cal integrity  of  the  entire  watershed  surround- 
ing preserved  superlative  bottom  stands.  Be- 
cause of  the  highly  unstable  soils  in  many 
parts  of  Redwood  Country,  improper  forest 
practices  and  other  activities  in  one  part  of  the 
watershed  can  produce  adverse — and  some- 
times devastating — effects  elsewhere  in  the 
watershed.  It  seems  likely,  for  example,  that 
poor  logging  practices  in  the  upper  reaches  of 
the  Bull  Creek  watershed  contributed  to  the 
severe  damages  sustained  by  the  Humboldt 
Redwoods  State  Park  during  the  1955  and  sub- 
sequent floods,  and  as  a  result,  much  of  the 
upstream  area  has  now  been  acquired  for  long 
term  watershed  management  purposes.  In  addi- 
tion, evidence  seems  to  indicate  that  the  sur- 
vival prospects  are  reduced  when  units  of  old 
growth  redwoods  are  not  large  enough  to  resist 
the  effects  of  roadbuilding,  wind  tunneling, 
overuse  resulting  in  the  compaction  of  soils 
around  the  root  systems,  etc. 
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Commercial  Values  and  Utilization 

Although  there  is  evidence  that  the  Red- 
wood Country  had  inhabitants  as  early  as  2000 
B.C.,  the  dense,  dark  redwood  forests  were 
usually  avoided  as  a  place  for  permanent 
homes,  and  villages  were  located  instead  on  the 
elk  prairies,  bald  hills,  open  grassy  coasts, 
sheltered  bays  and  coves,  and  salmon-teeming 
rivers.  Because  of  the  primitive  nature  of  these 
cultures,  and  their  lack  of  adequate  tools,  the 
giant  redwoods  were  generally  left  untouched 
by  man,  and  as  a  result  the  lumber  derived 
from  the  occasional  felling  of  a  redwood  these 
original  Californians  were  able  to  accomplish 
was  highly  prized  and  often  handed  down  from 
generation  to  generation.  The  natural  forces  of 
lightning  and  wind  and  rainstorms — in  addition 
to  the  normal  aging  of  the  trees — were  the 
major  causes  of  tree  felling  in  the  redwood 
forests. 


Subsequent  settlers  in  Redwood  Country, 
such  as  the  Spaniards  and  Russians,  were  aware 
of  the  extraordinary  value  of  the  redwood  as 
lumber,  but  lack  of  extensive  demand  and  in- 
adequate equipment  limited  its  use  in  any  sub- 
stantial quantities.  In  this  regard,  however,  it 
is  interesting  to  note  that  Fort  Ross — a  tourist 
attraction  today — was  built  of  redwood  in  1812 
by  the  Russians,  and  Father  Junipero  Serra — 
founder  of  the  California  missions — was  buried 
in  a  redwood  coffin  in  1784  at  Carmel,  and 
when  rediscovered  98  years  later,  the  coffin  was 
found  to  be  in  perfect  condition. 

The  1848  Gold  Rush  marked  the  begin- 
ning of  what  few  people  who  are  familiar  with 
the  period  would  argue  was  one  of  the  darker 
episodes  of  resources  exploitation  in  the  history 
of  our  country.  Because  of  its  durability,  re- 
sistance to  rot  and  insects,  nonwarping  qual- 
ities, paint  retentiveness,  and  easy  workability 
— plus  easy  abundance  and  consequent  low 
price — the  boom  sparked  by  the  Gold  Rush 
produced  a  huge  demand  for  redwood  lumber 
for  use  in  everything  from  houses  and  wharf 
pilings  to  boxes  and  sluiceways.  In  addition,  as 
a  result  of  the  philosophy  of  federal  policy 
encouraging  land  settlement  as  rapidly  as  pos- 
sible, under  the  Pre-emption  Law  of  1841  and 
the  Homestead  Act  of  1862  settlers  could  buy 
160  acres  of  old  growth  redwood  for  $1.25  an 
acre — which  was  no  more  than  the  price  of 
prairie  or  alkali  flat.  These  early  settlers  viewed 
the  redwoods  much  as  they  would  weeds  or  pine 
trees,  and  cleared  the  land  as  rapidly  as  possi- 
ble, using  every  method  they  could  to  prevent 
the  trees  from  regenerating  by  their  unique 
sprouting  ability.  As  a  result,  many  thousands 
of  acres  were  permanently  cleared  of  old  growth 
redwoods,  and  converted  to  other  uses. 

These  easy  homestead  laws  were  quickly 
used  by  timber  speculators  and  operators  to 
acquire — often  fraudulently — large  acreages 
of  publicly  owned  old  growth  redwoods,  upon 
which  large  profits  were  realized.  The  huge 
demand  and  easy  access  to  ownership  of  the 
old  growth  trees — coupled  with  a  lack  of  con- 
trol of  logging  practices — spawned  a  thriv- 
ing redwood  lumber  industry  from  Monterey 
to  the  Oregon  border  and  resulted  in  abuses  of 
the  land  which  are  evident  even  to  this  day. 
One  technique  for  getting  the  huge  logs  to  the 


mill,  for  example,  was  to  build  temporary  dams 
on  the  fragile  forest  streams  and  float  the  logs 
downstream  on  the  flash  flood  which  resulted 
from  "tripping"  or  breaking  the  dam.  This 
technique  was  used  as  late  as  1936  in  Mendo- 
cino County,  where  some  of  the  streams  still 
show  the  effects  of  the  resulting  scouring. 
Among  the  other  devastating  logging  tech- 
niques used  were  the  donkey  steam  engine  for 
skidding  logs  through  the  forest,  which  crushed 
and  ploughed  everything  in  its  path,  and  the 
burning  of  areas  and  slash  surrounding  felled 
trees  prior  to  moving  to  the  mill  for  processing. 
As  the  cutting  of  large  acreages  proceeded,  and 
new  techniques  and  equipment  were  developed, 
some  of  the  more  destructive  practices  were  dis- 
continued. The  demand  for  redwood  continued 
with  few  exceptions,  however,  and  saw  huge 
acceleration  during  and  after  World  War  II,  a 
demand  which  continues  at  a  reduced  level  to 
the  present  day. 
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Although  most  contending  interests  would 
probably  agree  upon  the  actual  course  of  events 
in  the  history  of  redwood  logging,  the  interpre- 
tation of  the  effects  of  these  events  is  a  subject 
of  continuing,  often  bitter — and  in  many  cases 
apparently  irreconcilable — controversy.  Albeit 
there  are  numerous  areas  of  complex  disagree- 
ment— the  interpretation  of  which  appears  sub- 
ject to  the  use  of  statistics  or  empirical  observa- 
tions which  in  many  instances  lack  adequate 
scientific  substantiation — the  most  important 
issues  appear  to  revolve  about  the  short  and 
long  term  effects  of  various  logging  practices 
and  the  prospects  for  sustained  productivity  of 
redwood  products. 

With  respect  to  the  effects  of  logging  tech- 
niques, based  upon  the  hearings  and  field  trips 
of  the  full  committee  and  the  Subcommittee  on 
Forest  Practices  and  Watershed  Management 
chaired  by  Assemblyman  Charles  Warren,  the 
best  preliminary  conclusion  appears  to  be  that 
certain  instances  the  short  term  effects  of 


m 


poor  logging  practices  are  devastating  and  in- 
defensible, especially  as  they  relate  to  soil  ero- 
sion and  fish  and  wildlife  habitat.  However,  the 
long  term  consequences  seem  to  be  less  certain, 
for  based  on  empirical  observations  by  the  com- 
mittee it  seems  possible  for  a  severely  damaged 
watershed  to  demonstrate  a  remarkable  recov- 
ery power  and  display  a  stand  of  healthy,  young 
growth  trees  with  a  mix  very  similar  to  the 
original  forest,  accompanied  by  satisfactory 
stream  conditions  and  site  quality.  The  most 
obvious  conclusion  seems  to  be,  therefore,  that 
much  more  reliable  information  is  necessary, 
and  that  it  should  be  acquired  in  an  orderly, 
scholarly  manner  by  a  team  of  scientists  repre- 
senting a  broad  spectrum  of  relevant  disciplines, 
and  conducted  on  a  scientifically  controlled 
basis,  applied,  for  example,  to  paired  water- 
sheds (i.e.,  comparison  of  natural  processes  in 
relatively  undisturbed  watersheds  with  those 
in  watersheds  subject  to  a  variety  of  effects 
caused  by  the  activities  of  man). 
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Concerning  the  second  point  of  dispute, 
that  of  sustained  productivity  prospects,  there 
appears  to  be  only  one  fact  everyone  agrees  to : 
There  is  a  continually  diminishing  supply  of 
old  growth  redwoods.  Because  of  the  differing 
estimates  of  the  rate  of  regeneration  of  young 
growth  redwoods  and  their  probable  short  and 
long  run  utilization  in  conjunction   with   the 


remaining  old  growth  trees,  it  is  simply  impos- 
sible to  know  with  certainty  what  the  commer- 
cial future  of  the  redwood  timber  industry  is. 
The  following  conflicting  statements  received 
by  the  committee  in  the  course  of  its  exhaustive 
examination  of  this  problem  illustrate  the  diffi- 
culty of  reaching  any  definitive  conclusions 
regarding  this  aspect  of  redwoods  management. 


John  Cleason  Miles,  consulting  forester  ("The 
Effect  of  Commercial  Operations  on  the  Future 
of  the  Coast  Redwood  Forest,"  1963,  a  report 
prepared  for  the  U.S.  National  Park  Service) 

"...  The  volume  of  old  growth  redwood  timber 
on  commercial  lands,  both  public  and  private,  will 
decline  to  about  2,500  MMbm"  by  the  year  2000: 
and  under  the  selection  system  (under  which  about 
one-third  of  the  present  major  owners  plan  to 
operate)  will  continue  at  that  level  indefinitely 
.  .  .  The  total  volume  of  growing  stock  (old 
growth  plus  second  growth)  is  now  30,981  MMbm. 
This  will  decline  slightly,  to  a  low  of  27,771 
MMbm  in  1983.  At  that  time  the  ratio  of  growth 
to  cut  will  be  1 : 1  and  subsequently  will  rise  some- 
what. The  total  volume  of  growing  stock  in  the 
year  2013  will  be  30,241  MMbm;  and  in  the  year 
2023,  will  be  31,137  MMbm  ..." 

Deane  R.  Mather,  private  forest  land  manager, 
and  Dr.  Rudolf  W.  Becking,  forest  research 
consultant 

"...  Arthur  D.  Little,  Inc.,  a  national  research 
firm,  recently  completed  an  economic  analysis  of 
Mendocino  County.  Their  findings  indicated  that 
at  Mendocino's  present  rate  of  cut,  their  old  growth 
will  be  essentially  exhausted  by  1970.  ..  .  Our 
findings  indicate  that  at  the  present  rate  of  cut. 
Humboldt  County  will  virtually  be  out  of  old 
growth  in  1968  .  .  .  Arthur  D.  Little,  Inc.,  just  a 
few  months  ago,  completed  an  analysis  of  Del 
Norte  County's  economy.  At  Del  Norte's  present 
rate  of  cut,  a  three-year  lifespan  for  old  growth 
was  indicated  .  .  .  thus,  research  from  all  three 
counties  reveals  that  the  area  has  but  a  few  short 
years  left  before  its  economy  undergoes  a  drastic 
transformation  and  reduction  .  .  .  the  U.S.  De- 
partment of  Agriculture's  Pacific  Southwest  Forest 
and  Range  Experiment  Station,  for  the  first  time, 
is  conducting  a  detailed  timber  inventory  survey  of 
these  three  counties.  Arthur  D.  Little,  Inc.,  has 
based  its  timber  supply  projections  for  Del  Norte 
upon  the  preliminary  findings  of  this  survey  .  .  . 
After  old  growth  supplies  are  exhausted,  the  area's 
economy  will  be  primarily  based  on  wood  byprod- 
ucts. ...  A  small  flow  of  saw  logs  will  continue 
to  be  produced  from  managed  independent  hold- 


*  Million  board  feet. 


ings,  and  a  few  of  the  large  industrial  owners  have 
sufficient  young  growth  to  sustain  saw  log  produc- 
tion, but  only  at  a  severely  reduced  level  from 
former  old  growth  cutting  rates.  .  .  .  The  effects 
on  California's  economy  resulting  from  the  future 
loss  of  the  large  volumes  of  wood  products  gen- 
erated from  this  area  will  be  severely  felt  ..." 

Dr.  H.  DeWayne  Kreager,  consulting  indus- 
trial economist,  Seattle,  Washington  ("Eco- 
nomic Factors  Relating  to  Redwood  Park  Pro- 
posals: an  evaluation  of  the  impact  of  proposed 
additions  to  California  redwood  parks  on  the 
economy  of  Humboldt  and  Del  Norte  Coun- 
ties," January  1966) 

"...  The  redwood  industry  is  a  permanent  in- 
dustry. Present  cutting  rates  are  probably  still  sub- 
stantially above  new  growth  rates,  but  there  are 
reputable  professional  forestry  experts  who  con- 
clude that  the  rate  of  cut  and  the  rate  of  growth 
are  rapidly  approaching  balance  .  .  .  Data  col- 
lected from  the  five  major  timber  producing  and 
processing  companies  in  the  area  indicate  that  these 
companies,  source  of  75  percent  of  the  commercial 
logs  being  provided  from  private  sources,  will  move 
into  permanent  cutting  cycles  in  20  to  40  years. 
Some  will  start  earlier,  but  the  realization  of  a  sus- 
tained yield  operation  in  the  redwood  industry  can 
be  a  completely  accomplished  fact  by  the  year 
2000  or  shortly  thereafter.  Realization  of  the  status 
of  a  full-utilization  sustained-yield  forest  economy 
requires  that  the  greatest  possible  maximum  of 
present  commercial  timberlands  be  kept  in  commer- 
cial use  and  managed  through  the  first  cycle  of  cut- 
ting old  growth,  to  a  combined  old  growth — new 
growth  at  about  20  years,  to  an  almost  complete 
new  growth  within  40  years.  Attainment  of  this 
objective  is  the  key  to  the  future  economic  secu- 
rity of  the  redwood  region  ..." 

J.  Michael  McCloskey,  conservation  director. 
Sierra  Club,  and  Gordon  P.  Robinson,  con- 
sulting forester,  formerly  forester,  Southern 
Pacific  Company 

"...  The  second  question  (concerning  the  mini- 
mum acres,  from  the  point  of  view  of  both  the 
regional  economy  and  individual  companies,  of 
old  and  young  growth  redwoods  required  to  main- 
tain a  specified  level  of  activity  with  respect  to 


both  saw  timber  and  pulp  production)  essentially 
is  addressed  to  the  lumber  companies,  not  to  rec- 
reation groups.  The  answer  can  only  be  framed  in  a 
series  of  equations  between  acreage  and  output. 
These  equations,  however,  will  not  reveal  two 
fundamental  perspectives  that  must  be  borne  in 
mind  in  considering  the  impact  of  parks  on  the 
lumber  industry's  future  in  the  north  coast  coun- 
ties. One :  The  industry's  supply  of  old  growth  will 
be  exhausted  in  a  very  few  years.  At  that  time,  a 
distinct  falloff  in  production  and  employment  will 
occur.  Two;  If  and  when  enough  second  growth 
exists  to  support  the  industry,  the  industry  will 
inevitably  operate  at  a  much  lower  level  of  pro- 
duction and  employment.  In  short,  current  levels 
of  output  and  production  will  soon  be  at  an  end. 
The  only  significant  question  is  when  this  will 
occur,  and  whether  other  resources,  such  as  enough 
parks,  will  remain  to  support  a  diversified  economy 
.  .  .  Research  shows  that  following  depletion  of 
the  privately  held  old  growth  timber  in  Humboldt 
County,  about  1980,  production  will  be  reduced  to 
a  mere  45  percent  of  its  present  level.  Furthermore, 
much  of  the  timber  that  can  then  be  cut  will  be 
too  small  for  anything  but  pulp.  Employment  in 
the  forest  industries  will  probably  be  reduced  by 
an  amount  considerably  more  than  proportionate 
to  those  figures  because  of  automation  ..." 

Robert  N.  Colwell,  chairman,  Northern  Cah- 
fornia  Section,  Society  of  American  Foresters 

"...  Based  on  information  that  has  been  avail- 
able to  us  and  the  exercise  of  our  best  professional 
judgment,  we  believe  that  Humboldt  County  faces 
a  transition  during  the  next  25  years  from  a  forest 
industry  dependent  largely  on  old  growth  to  one 
relying  largely  on  young  growth.  We  find  that  the 
annual  cutting  level  there  has  been  fairly  stable  in 
recent  years  at  something  less  than  1.5  billion  board 
feet,  that  the  old  growth  timber  will  not  be  ex- 
hausted for  many  years,  and  that  the  production 
from  young  growth  permanently  sustainable  in  the 
future  is  at  least  65  percent  of  the  recent  relatively 
high  level  of  cut.  Under  these  circumstances  an 
orderly  transition  from  an  old  growth  to  a  young 
growth  resource  base  can  be  accomplished  without 
a  violent  economic  and  social  readjustment  pro- 
vided enlightened  management,  prudent  capital  in- 
vestment, rational  tax  policies,  and  wise  plans  for 
industrial  development  are  applied.  'We  believe  that 
under  proper  management,  the  timber  resources 
and  timber  growth  potential  of  Humboldt  County 
can  perpetuate  a  healthy  and  substantial  timber 
economy  ..." 

Francis  H.  Raymond,  California  State  For- 
ester; Chief,  State  Division  of  Forestry;  exec- 
utive secretary,  State  Board  of  Forestry 

"...  Estimating  a  'sustained  yield'  of  sawtimber 
and  pulp  for  a  large  region  with  diverse  ownerships 
such  as  the  redwood  region  is  practically  an  impos- 
sible task  with  present  prediction  tools.  Estimating 


sustained  yield  for  a  single  property  with  carefully 
delineated  management  objectives  is  difficult 
enough.  In  a  regional  economy,  with  vast  areas  of 
variable  site  quality  and  different  growth  rates; 
many  owners  with  variable  objectives  and  cutting 
practices  and  rapid  turnover  in  ownership;  a  rapidly 
shifting  wood  market  situation  with  new  relations 
between  plywood,  lumber,  and  pulp;  uncertainty 
as  to  taxes,  long-range  protection  problems,  rapid 
changes  in  land  use  due  to  recreation  and  water 
development  plans,  et  cetera,  the  situation  is  well- 
nigh  impossible.  Regional  sustained  yield  could  be 
estimated,  but  no  two  people  would  agree  as  to  the 
basic  assumptions  that  would  be  required  for  the 
estimate.  These  assumptions  would  include  such 
items  as  (a)  area  by  site  quality  of  timber  included 
within  the  region;  (b)  present  stocking  and  volume 
of  timber  and  the  rate  at  which  old  growth  would 
be  liquidated  and  young,  fast-growing  stands  estab- 
lished; (c)  the  products-mix  harvested  by  various 
owners  now  and  in  the  future,  depending  on  market 
demand  for  wood  because  of  its  influence  on  rota- 
tion or  cutting  age;  (d)  growth  rates  and  yield 
from  mixed  stands  under  various  silvicultural  treat- 
ments; (e)  estimates  of  the  effect  of  technological 
development,  new  scientific  data,  more  intensive 
management  on  the  growth  and  yield  of  the  forest 
and  resulting  cutting  decisions  by  owners;  and  (f ) 
other  similarly  difficult  estimates  .  .  .  There  are 
not  any  statewide  surveys  designed  to  produce  data 
on  the  amount  of  cutover  or  logged  area.  The  area 
cut  is  roughly  proportionate  to  timber  production 
which  is  measured  annually.  However,  no  exact 
relation  can  be  assumed  because  of  variability  in 
the  volume  of  timber  produced  per  acre  ..." 

Dr.  Richard  A.  Siegel,  Chief,  Economic  Plan- 
ning Section,  State  Office  of  Planning  ("The 
North  Coast  Forest  Products  Industry  in  1975," 
a  study  prepared  by  Dr.  Siegel  when  he  -was 
research  economist  of  the  Bank  of  America 
N.T.  &  S.A.,  June  14,  1965) 

"...  The  north  coast  forest  products  industry  in 
1975,  then,  will  be  characterized  by  few^er,  but 
larger,  companies  and  its  output  will  be  more 
diversified  than  at  present.  There  will  be  fewer 
employees  in  the  industry,  but  their  wages  should 
be  high  and  their  work  steady.  It  is  projected  that 
employment  in  the  forest  products  industry  will 
approximate  13,250  people.^"  The  industry  will 
offer  a  good  employment  foundation,  but  it  will  not 
be  a  stimulator  of  growth.  The  people  of  the  north 
coast  will  have  to  look  to  other  sources  for  expan- 
sion if  that  is  what  they  desire  ..." 


'»  "This  employment  figure  represenU  a  23-percent  decrease  from 
the  17,116  forest  products  employees  in  1960.  Timber  produc- 
tion in  1975  was  estimated  to  be  25  percent  lower  than  the 
1958-1962  average.  Since  the  1960  timber  cut  of  2,272 
miUion  board  feet  was  considerably  less  than  the  1958-62 
average  of  2,621  million,  the  percentage  reduction  in  employ- 
ment appears  less  than  for  timber  cut  when,  due  to  produc- 
tivity improvements,  it  will  probably  be  approximately  10 
percent  greater." 
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Philip  T.  Farnsworth,  executive  vice  president. 
California  Redwood  Association 

"...  For  more  than  a  hundred  years,  the  pro- 
duction of  redwood  lumber  has  been  the  backbone 
of  the  north  coast  economy.  The  earliest  reliable 
record  shows  that  in  1899  a  total  of  360  million 
board  feet  was  produced.  The  production  figure 
hovered  in  the  400  to  500  million  range  until  the 
1920's  when  a  fluctuating  output  reflected  the  eco- 
nomic uncertainties  of  the  times  .  .  .  During  the 
World  War  II  years,  the  redwood  industry  strug- 
gled to  meet  the  demands  put  upon  it  by  Uncle 
Sam.  Amidst  shortages  of  labor,  machinery,  and 
transportation,  the  output  averaged  just  over  450 
million  feet.  In  the  1950's,  production  reached  a 
billion  feet  a  year.  A  few  production  highs  were 
set  in  the  early  1960's,  but  in  recent  years  the  aver- 
age has  settled  down  to  about  900  million  board 
feet.  Charges  have  been  made  on  the  floor  of  Con- 
gress that  cutting  has  been  accelerated  on  the  pri- 
vate lands  encompassed  in  one  or  another  of  the 
national  park  proposals.  This  is  just  not  true,  as  the 
1965  production  figures  will  attest.  Production  of 
redwood  lumber  last  year  was  down  10  percent 
from  the  1964  level  .  .  .  Today's  tree-farming  prac- 
tices assure  a  permanent  supply  of  raw  material. 
On  a  sustained-yield  basis,  the  redwood  industry 
can — if  allowed — provide  the  products  Americans 
demand  at  about  the  present  level  for  centuries  to 
come  ..." 

U.S.  National  Park  Service  ("An  Appraisal  of 
the  Economic  Potential  of  the  North  Coast 
Redwoods  Counties  of  California  1960-1980," 
a  report  completed  in  September  1964  by  John 
Kenneth  Decker,  consulting  economist,  and 
also  utilized  in  the  1965  State  North  Coast 
Redwood  Master  Plan) 

"...  When  Douglas  fir  areas  to  the  east  are  con- 
sidered, the  demand  pressures  for  cutting  will  con- 
tinue for  awhile;  however,  from  the  combined 
sources  no  great  expansion  of  production  or  em- 
ployment is  probable.  By  1980  a  one-third  increase 
may  be  possible,  and  this  could  raise  employment 
from  17,000  in  1960  to  21,000  in  1980.  A  reduction 
in  the  timber  acreage  and  volume  is  forecast,  and 
this  will  involve  a  reduction  in  assessed  values, 
since  timber  stands  cut  to  70  percent  or  more  are 
not  taxed  except  for  the  land  itself.  It  is  possible 
that  this  decline  will  be  offset  by  the  values  of  new 
plant  investment.  However,  in  Humboldt  County, 
where  mills  have  concentrated,  their  assessed  value 
is  in  a  1:1  ratio  to  the  assessed  value  of  standing 
timber.  During  1961-62  these  assessed  values  were 
about  $25  million  for  standing  timber,  $4  million 
for  timberland,  and  $25  million  for  plant  and 
equipment.  If  the  overall  projected  production  and 
timber  volume  are  applied  to  Humboldt  County,  a 
decrease  of  approximately  15  percent  is  involved, 
except  in  land,  to  $21  million  assessed  value  for 
standing  timber  and  the  same  value  for  plants  and 


equipment.  The  decline  in  Del  Norte  County  was 
apparent  in  1963  ...  In  conclusion,  the  long  de- 
pendence of  the  north  coast  on  timber  production 
can  in  the  future  be  moderated  by  support  from 
the  recreation  industries  if  these  are  developed  in 
accordance  with  their  potential.  At  present,  except 
for  latest  possibilities  involved  in  water  export, 
there  are  no  comparable  industries  or  sources  of 
income  on  which  the  region  as  a  whole  can  rely. 
Further  study  of  the  area  should  examine  the  role 
of  new  water  resource  development,  and  the  pos- 
sible effects  of  reservoirs,  flood  control,  stream 
flow  maintenance,  power,  and  irrigation.  Certainly 
the  effects  on  recreation  and  on  assessed  values  will 
potentially  be  very  great,  especially  in  relation  to 
downstream  fishing,  trout  streams,  land  develop- 
ments around  reservoirs,  and  highway  routes  ..." 

Fred  Landenberger,   secretary-treasurer   and 
manager,  North  Coast  Timber  Association 

"...  We  respectfully  suggest  that  the  Little  Re- 
port on  Del  Norte  County  be  given  serious  review 
by  this  committee  before  all  of  its  conclusions  are 
accepted.  In  conclusion,  and  speaking  generally 
about  all  of  the  major  park  plans,  the  most  critical 
aspect  of  these  plans  is  that  they  would  take  a  sub- 
stantial amount  of  the  old  growth  timber  that  the 
industry  needs  the  most  to  carry  it  over  the  next 
20  to  30  years  during  its  transition  to  a  young 
growth  sustained  yield  economy.  Clearly,  there  are 
no  alternative  timber  supplies  available.  The  criti- 
cal comparison  in  the  redwood  park  issue  is  not 
that  these  plans  would  take  3  to  5  percent  of 
the  total  area  upon  which  redwoods  grow  but  that 
they  would  encompass  more  than  25  percent  of  the 
remaining  old  growth  redwood  timber  volume 
owned  by  industry  ..." 

Henry  K.  Trobitz,  manager,  California  Timber- 
lands  Division,  Simpson  Timber  Company 

"...  It  is  Simpson's  view  that  there  should  not 
be  a  ceiling  set  as  to  the  amount  of  private  com- 
mercial forest  acreage  necessary  to  sustain  the  pres- 
ent level  of  economic  activity.  We  intend  to  expand 
our  business  and  to  do  so  must  put  into  production 
every  acre  possible.  It  is  not  proper  to  put  a  lid 
on  an  area's  economy  and  say  it  does  not  have 
equal  opportunities  for  growth  as  other  areas  .  .  . 
We  must  have  available  for  our  use  every  acre  of 
old  growth  timber  we  now  own.  We  must  live  on  this 
during  the  period  when  young  growth  is  reaching 
merchantable  size.  Any  reduction  of  our  timber  in- 
ventory because  of  parks  will  affect  our  log  sales 
to  independent  mills.  In  young  growth  stands  we 
are  doing  the  necessary  research  to  sustain  the  lum- 
ber and  plywood  economy  as  well  as  pulp  in  the 
years  ahead.  This  is  complemented  by  aggressive 
product  research.  Already  in  Humboldt  County,  10 
percent  of  the  industry  is  based  on  young  growth. 
This  will  increase  as  it  has  in  other  forest  regions 
to  the  point  where  we  are  existing  totally  on  young 
growth  ..." 
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Robert  Grundman,  chief  forester.  Union  Lum- 
ber Company,  Fort  Bragg 

"...  If  the  operators  are  allowed  to  maintain 
their  acreages  and  growing  stoci<,  there  is  no  reason 
why  the  redwood  region  cannot  perpetually  have  a 
thriving  timber  economy  equal  to  or  greater  than  the 
southern  pine  region  or  other  timber  regions  which 
have  successfully  made  the  transition  from  old 
growth  to  young  growth.  We  have  the  soil,  rainfall, 
growth  capacity,  lesser  fire  hazard,  and  the  better 
species  for  manufacturing  marketable  products.  In 
addition,  these  species  have  a  remarkable  resistance 
to  insects  and  disease.  With  proper  management 
and  adequate  acreages  of  privately  owned  timber, 
commercial  redwood  timber  will  never  be  ex- 
hausted; it  will  perpetually  replenish  itself  and  at 
the  same  time  provide  protection  of  watershed  and 
wildlife  as  well  as  opportunities  for  recrea- 
tion ..." 

Alfred  H.  Merrill,  chief  forester,  Georgia- 
Pacific  Corporation,  Samoa  Division,  Trinidad, 
California 

"...  Future  chip  supply  and  demand  is  very 
delicately  balanced  in  this  region ;  there  are  two 
new  large  pulpmills  dependent  on  the  limited  chip 
supply.  If  either  our  or  other  suppliers'  raw  mate- 
rial base  are  taken,  this  delicate  balance  of  supply 
and  demand  will  be  upset,  and  either  our  pulpmill 
or  Crown-Simpson's  would  be  in  trouble.  Any  sig- 
nificant government  acquisition  of  our  timberlands 
would  certainly  destroy  our  sustained  yield  pro- 
gram ...  I  wish  to  say  we  have  been  mindful  of 
the  responsibihty  of  managing  these  forests  in  the 
overall  public  interest.  We  have  voluntarily  with- 
held from  cutting  for  many  years  a  substantial 
acreage  of  our  finest  redwood  groves  which  we  feel 
are  best  suited  for  park  area.  As  part  of  the  Red- 
wood Park  and  Recreation  Plan  we  are  joining  with 
other  private  timber  owners  to  make  our  private 
timberlands  available  for  hunting,  fishing  and  other 
outdoor  recreation,  and  we  are  making  available 
five  miles  of  access  area  to  enable  the  public  to 
reach  the  tall  trees  on  Areata  Redwood  Company 
lands  on  Redwood  Creek.  And  we  are  managing  all 
our  forest  lands  to  assure  regrowth  and  sustained 
yield  in  perpetuity.  We  sincerely  hope  that  this 
committee  will  study  carefully  all  of  the  available 
information  on  the  redwood  proposals,  and  that 
fact  rather  than  fancy,  logic  rather  than  emotion, 
will  prevail  ..." 

D.  W.  Cooper,  farm  adviser,  Humboldt  County 
Agricultural  Extension  Service,  University  of 
California  ("Coast  Redwood  and  its  Ecology: 
a  summary  of  observations  and  studies  on  the 
ecology  and  growth  of  coast  redwood,"  1965) 

"...  We  can  perpetuate  our  redwoods  by  working 
with  nature  to  grow  new  forests  where  trees  have 
been  harvested  to  meet  the  needs  of  society.  In 
areas  where  we  have  preserved  trees  for  posterity, 
we  will  need  to  manipulate  the  ecology  of  the  area 
to  replace  old  trees  as  they  die  .  .  . 


Darrell  H.  Schroeder,  vice  president  and  gen- 
eral manager.  Miller  Redwood  Company  and 
Rellium  Redwood  Company,  Crescent  City 

"...  Our  timberlands,  mostly  in  Mill  Creek,  are 
industrial  forest  lands.  They  are  managed  under  a 
perpetual  harvest  plan  that  will  produce  successive 
crops  over  the  years.  This  basic  renewable  resource 
will  provide  a  continual  flow  of  raw  materials  for 
the  manufacture  of  forest  products  .  .  .  Through 
our  studies  in  germination,  tree  growth,  and  yield 
of  this  forest,  we  have  gradually  developed  and  are 
now  following  a  practical  and  realistic  harvesting 
plan  that  constitutes  a  sustained  yield  operation 
.  .  .  We  know  our  forest  resources  will  produce 
a  sustained-yield  cutting  cycle.  This  will  be  the 
backbone  of  the  supply  of  wood  necessary  to  sus- 
tain the  manufacturing  facilities  of  that  day  ..." 

Larry  McCollum,  chief  forester,  Pacific  Lum- 
ber Company,  Scotia,  California 

"...  During  the  past  two  decades,  the  Pacific 
Lumber  Company  has  been  actively  cutting  their 
timber  on  a  modified  selection  basis.  This  selection 
amounts  to  leaving  an  average  of  25  percent  of  the 
original  volume,  which  amounts  to  50  percent  of 
the  original  trees,  in  a  thrifty,  standing  condition. 
The  purpose  of  this  selection  is  to  provide  an  im- 
mediate seed  source  to  restock  the  cutover  land,  to 
obtain  accelerated  growth  on  the  thrifty  reserve 
trees,  and  to  defer  cutting  of  the  smaller  reserve 
trees  until  new  markets  (such  as  pulp,  particle 
board,  etc.)  will  absorb  more  of  the  tree  that 
would  otherwise  be  considered  unmerchantable  by 
today's  standards  .  .  .  Our  system  of  cutting  works 
well  in  our  timber  stands,  but  cannot  be  considered 
to  be  applicable  to  all  stands,  such  as  the  more 
mature  redwood  timber  in  the  northern  portion  of 
the  redwood  belt  .  .  .  We  at  Pacific  believe  that 
there  is  a  place  for  both  sound,  well-managed,  com- 
mercial redwood  timber  operations  as  well  as  prac- 
tical, sound,  well-managed  redwood  parks,  but  we 
must  have  the  proper  balance  of  both,  to  insure  a 
stable  economy  and  proper  benefits  to  all.  We  must 
reach  and  stand  on  this  middle  ground  that  I  have 
previously  commented  on  ...  " 

John  Callaghan,  secretary-manager,  California 
Forest  Protective  Association 

"...  Recreation  planning  (especially  plans  for 
land  acquisition)  should  be  made  with  full  recogni- 
tion of  the  need  to  maintain  an  adequate  private 
land  base  to  produce  food,  fiber,  etc.,  to  support 
the  economy.  In  our  growing  state  the  need  for 
these  products,  as  well  as  the  demand  for  recrea- 
tion, is  predicted  to  increase  materially.  The  $120,- 
000,000  recently  invested  in  developing  three  pulp 
or  paper  plants  in  Humboldt  and  Shasta  Counties 
exemplifies  the  trend  now  in  progress  from  a  saw- 
mill lumber  economy  to  a  diversified  manufactur- 
ing economy.  This  permits  making  complete  use  of 
the  raw  material,  and  provides  a  new  product  and 
employment  base  for  the  local  economies.  It  also 
exemplifies  the  need  of  the  timber  industry  to  have 
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an  assured  supply  of  raw  material  under  its  control 
to  support  such  investments.  Without  at  least  a 
major  portion  of  the  raw  material  definitely  assured 
such  major  investments  cannot  reasonably  be  ex- 
pected. In  order  to  maintain  its  employment  base 
and  hopefully  to  expand  it  (which  is  the  goal  of 
most  companies)  the  timber  industn'  must  com- 
plete the  transition  to  a  pulp,  fiber,  and  chip  ori- 
ented economy.  To  do  this  will  require  that  young 
growth  forests  be  permitted  to  reach  full  produc- 
tion. This  in  turn  requires  that  existing  old  growth 
be  fully  used  to  prevent  premature  cutting  of  young 
growth  and  a  gap  in  raw  material  supplies.  Major 
public  acquisitions  of  private  timber,  especially  old 
growth,  can  effectively  unbalance  and  bring  to  a 
halt  plans  for  such  diversification  and  expansion. 

"Now  I  know  that  Professor  Rudolf  Becking 
has  made  the  prediction  that  all  the  old-growth 
redwood  timber  on  private  land  will  be  logged  off 
by  1968  and  all  the  saw-log-size  second  growth  will 
be  cut  by  1971.  This  is  a  patently  ridiculous  asser- 
tion, as  I'm  sure  that  Dr.  Becking  knows  and  as 
this  committee  or  anyone  else  can  see  by  driving 
down  the  highway.  I  can  assure  you  that  most  ma- 
jor timber  owners  will  not  be  fully  into  a  second- 
growth  manufacturing  situation  for  IS  to  25  years 
and  some  will  still  be  cutting  old  growth  at  the 
turn  of  the  next  century.  This  old  growth  is  essen- 
tial to  the  process  I  have  described  ..." 

Dr.  Henry  Vaux  ("Timber  in  Humboldt 
County,"  1955) 

"...  Today,  more  than  200  manufacturing  plants 
are  using  the  remaining  old  growth  timber  at  a  rate 
of  about  one  and  one-quarter  billion  board  feet  per 
year.  And  Humboldt  County  is  on  the  crest  of  a 
wave  of  industrial  expansion,  having  tripled  its 
annual  lumber  production  during  the  past  eight 
years.  But  only  18  billion  board  feet  of  timber 
remain  on  the  tax  rolls.  Loggers  have  had  to  reach 
out  to  increasingly  remote  tracts  for  current  cut- 
ting. Timber  has  become  scarcer  and  much  more 
costly.  And  part  of  the  cutover  land  appears  to 
support  little  new  timber  growth  ..." 

Dr.  Samuel  T.  Dana  and  Kenneth  B.  Pom- 
eroy,  American  Forestry  Association  ("Red- 
wood Parks  in  Humboldt  and  Del  Norte  Coun- 
ties, California,"  1965) 

"...  For  the  state  as  a  whole,  the  Zivnuska  re- 
port 11  predicts  that  by  1975  the  cut  will  decline 
by  1,300  million  board  feet  on  private  lands,  and 
will  increase  by  500  million  feet  on  public  lands. 
Regionally,  the  projected  decrease  will  be  concen- 
trated in  the  north  coast,  where  its  impact  will  be 
heavily  felt.  The  necessity  of  adjusting  to  a  de- 
cline in  total  output  and  of  changing  from  the 
manufacture  of  dominantly  old  growth  timber  to 
dominantly  young  growth  and  residual  timber  will 


"  "Economic  Development  Prospects  for  the  Commercial  Forest 
Resources  and  Forest  Products  Industries  of  California,"  Octo- 
ber 1963,  Zivnuska,  Cox,  Poll,  and  Pesonen. 


create  serious  problems  both  for  the  forest  prod- 
ucts industries  and  the  communities  dependent 
thereon  .  .  .  The  north  coast  counties  of  Del 
Norte,  Humboldt,  and  Mendocino  are  now  in  a 
process  of  transition  from  a  frontier  region  where 
logging  and  lumber  manufacture  have  provided  the 
foundation  for  its  economy  to  one  where  a  more 
diversified  base  will  be  essential  for  its  continued 
prosperity.  With  the  approaching  disappearance  of 
the  virgin  timber,  increasing  attention  will  have  to 
be  paid  to  the  production  and  utilization  of  second 
growth  stands.  Adjustments  will  be  necessary  in 
logging  and  milling  equipment  and  methods.  New 
products  must  be  sought  through  the  remanufac- 
ture  of  lumber  and  through  chemical  utilization. 

"In  an  industrial  era  the  possibility  of  intro- 
ducting  industries  other  than  those  based  on  wood 
should  be  thoroughly  explored.  Careful  land-use 
studies  should  be  made  to  determine  the  lands  best 
suited  for  agriculture  and  for  what  kinds  of  crops 
and  livestock.  Ways  of  building  up  both  commer- 
cial and  sport  fishing  should  be  investigated. 

"Tourism  will  not  develop  into  the  bonanza 
that  many  anticipated  without  careful  planning. 
Attractive  areas  and  facilities  for  outdoor  recrea- 
tion activities  of  many  sorts  must  be  made  avail- 
able, both  in  parks  and  elsewhere.  Ways  of  making 
more  extensive  and  effective  use  of  privately  owned 
lands  should  be  sought. 

"Many  problems  exist  in  the  field  of  public 
policy.  How  effective  are  the  present  rules  of  forest 
practice,  should  there  be  any  change  in  their  con- 
tent and  enforcement?  With  the  steady  replace- 
ment of  old  growth  timber  by  young  growth,  its 
present  legislation  relating  to  the  taxation  of  tim- 
ber and  timberland  satisfactory  both  to  owners 
and  to  local  communities;  if  not.  what  changes 
should  be  made? 

"What  should  be  ultimate  goal  for  the  red- 
wood state  park  system;  how  can  it  be  attained? 
Is  a  national  park  desirable;  if  so,  where  and  of 
what  size?  Should  the  state  and  federal  govern- 
ments make  payments  in  lieu  of  taxes  to  local  gov- 
ernments on  lands  in  public  ownership?  How  are 
plans  for  scenic  highways  developing;  can  scenic 
easements  be  used  satisfactorily  in  the  creation  of 
attractive  scenic  corridors?  How  can  rural  zoning  be 
used  to  develop  the  most  effective  pattern  of  land 
use? 

"These  are  samples  of  the  kinds  of  questions 
to  which  the  region  should  be  seeking  answers  in 
order  to  shape  a  future  that  will  be  even  more 
prosperous  and  more  stable  than  in  the  past  .  .  . 
John  C.  Merriam  had  such  a  study  in  mind  in 
1937  and  Newton  B.  Drury  urged  it  again  in  1946 
.  .  .  Direction  of  the  planning  study  could  perhaps 
best  be  assigned  to  a  relatively  small  committee 
consisting  of  leading  citizens  whose  experience, 
knowledge,  character,  and  judgment  would  com- 
mand respect  .  .  .  The  task  of  preparing  an  effec- 
tive regional  plan  is  a  difficult  one  but  thoroughly 
worthwhile  ..." 
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Dr.  George  H.  Allen,  fishery  research  consul- 
tant, and  Dr.  Rudolf  W.  Becking,  forest  re- 
search consultant  ("Some  Relationships  Be- 
tween Redwood  Parks  and  the  Humboldt 
County  Economy,"  March  1966) 

"...  In  1965  a  group  of  Humboldt  County  resi- 
dents called  Citizens  for  a  Redwood  National  Park 
adopted  a  statement  of  policies  and  program 
which  included  a  major  premise  as  follows : 

"A  national  park  should  not  be  established  for 
the  express  purpose  of  realizing  from  it  some  eco- 
nomic gain.  If  accompanied  by  adequate  local  and 
regional  planning  for  the  proper  management  of  all 
recreational  and  scenic  resources  of  the  region, 
such  a  park  can  form  a  fundamental  part  of  a 
recreational  industry  from  which  local  communities 
can  derive  permanent  and  increasing  economic 
benefit. 

"To  form  intelligent  opinions  on  this  matter 
all  data  available  must  be  presented  in  order  to 
reach  rational  conclusions  on  the  past,  present,  and 
future  of  Humboldt  County's  economy  with  re- 
spect to  formation  of  any  national  park.  The  major 
products  which  the  county's  forests  provide  are 
wood  products  and  recreation.  There  is  a  lumber 
industry  and  there  is  a  recreation  industry.  It  is 
especially  important  to  citizens  of  Humboldt 
County  to  understand  the  changing  relative  im- 
portance of  these  two  industries  in  our  county. 
Thus  the  relative  roles  that  the  recreation  industry 
based  on  redwood  parks  can  and  will  play  in  the 
county's  future  is  a  vital  local  issue.  This  report 
is  in  the  public  interest  if  for  no  other  reason  than 
to  fulfill  a  basic  need  in  a  democratic  society:  the 
right  of  every  citizen  to  be  presented  facts  on  both 
sides  of  an  issue  .  .  . 

"If,  in  fact,  Humboldt  County  is  dependent  on 
lumber  for  more  than  70  percent  of  our  economy 
as  maintained  by  many  Humboldt  County  organ- 
izations, then  to  this  industry's  operations  one  must 
turn  to  assess  the  county's  economic  conditions, 
both  good  and  bad.  Initially  one  must  face  the  fol- 
lowing implication:  any  area  dominated  by  a  single 
industry  is  subject  to  serious  and  recurring  eco- 
nomic depression,  public  apathy,  and  associated 
political,  social  and  economic  ills.  Thus  to  diversify 
with  new  industries,  as  well  as  diversifying  within 
established  ones,  is  a  cold  hard  necessity  for  the 
county. 

"During  the  past  decades,  Humboldt  County 
has  not  been  in  the  mainstream  of  population 
growth  in  California  and  the  United  States. 
Whether  this  was  desirable  or  undesirable  can  be 
argued  cogently  either  way  .  .  .  The  population 
only  jumped  after  World  War  II  when  a  postwar 
demand  for  lumber,  especially  Douglas  fir,  threw 
open  the  county's  resources  for  profitable  exploita- 
tion. As  Vaux  (1955)  pointed  out,  this  period  in 
the  late  forties  showed  a  demand  for  lumber  in  the 
United  States  greater  than  had  existed  during  the 
previous  40  years.  Only  northern  California  and 
southern  Oregon  had  virgin  forests  left  to  meet  the 


demand.  A  resulting  huge  precipitate  increase  in  cut 
was  shown.  The  population  curve  has  now  leveled 
off  for  Humboldt  County.  What  is  happening  at 
the  same  time  in  our  local  economy? 

"How  lumbering  influences  Humboldt  County's 
economy  can  be  discussed  with  reference  to  three 
concepts : 

"(1)  Sustained  timber  yield 

"(2)  Sustained  tax  revenues  (not  just  land 
tax  alone,  which  is  not  the  major  sus- 
tained element  in  county  tax  revenues ) 

"(3)  Sustained  employment  of  people  (work- 
ers, jobs) 

Sustained  Timber  Yield 

"In  dealing  with  this  topic  is  must  be  re- 
membered that  statistics  are  not  readily  available 
because  most  of  the  lumber  economy  in  Humboldt 
County  has  always  been  and  still  is  in  private  own- 
ership. It  seems  self-evident  that  possession  of 
data  adverse  to  one's  position  will  not  be  given 
wide  distribution  voluntarily.  Therefore,  it  has  been 
necessary  to  use  such  general  trends  and  figures 
which  have  been  published  by  agencies  other  than 
the  industry  itself  to  understand  the  changing 
status  of  this  industry  in  our  county.  A  similar 
difficulty  was  encountered  by  Siegel  (1965)  in  at- 
tempting to  project  the  status  of  the  lumber  in- 
dustry in  Humboldt  County's  economy  to  1975. 

"There  is  no  question  that  Humboldt  County 
is  blessed  with  one  of  the  most  productive  forest 
areas  in  the  world.  If  managed  properly  this  region 
should  be  able  to  produce  continuously  large  vol- 
umes of  timber,  and  lumbering  should  remain  one 
of  the  primary  economic  activities  in  the  county. 
However,  the  level  of  "sustained"  timber  yield  de- 
pends largely  upon  the  available  resource  and  the 
forest  management  practices  of  the  past  and  pres- 
ent .  .  . 

"Since  World  War  II  significant  improvement 
in  the  mechanization  of  logging  operations  was 
achieved  with  the  introduction  of  the  crawler-type 
tractor  and  the  logging  truck.  This  equipment  made 
it  possible  to  handle  heavy  redwood  logs.  At  the 
same  time,  the  nation's  timber  supplies  were  dwin- 
dling and  northern  California  and  southern  Oregon 
were  discovered  for  their  vast  amounts  of  virgin 
redwood  and  white  woods.  Formerly,  the  white- 
woods,  Douglas  fir  and  grand  fir,  were  considered 
only  weed  species.  This  discovery,  as  noted  pre- 
viously, started  increased  lumbering,  and  huge  in- 
vestments were  needed  to  purchase  the  special  log- 
ging equipment  and  to  build  the  plants  geared  to 
virgin  timber  sizes. 

"This  created  an  explosive  economic  boom  in 
Humboldt  County  with  a  great  influx  of  people 
and  logging  companies.  Small  local  timber  owner- 
ships were  rapidly  replaced  by  big  lumber  business. 
As  a  consequence,  lumbering  far  overextended  the 
productive  capacity  of  the  land  as  far  as  growing 
timber  back  at  the  rate  it  disappeared.  The  com- 
bined development  of  the  modern  chain  saws  and 
logging  trucks  aided  in  this  overproduction.  These 
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activities  started  about  1946.  One  inevitable  con- 
sequence to  timber  locally  occurred  when  the  mar- 
ket price  dropped  drastically  in  the  late  19S0's.  A 
lumber  depression  then  hit  the  northern  counties, 
from  which  the  lumber  industry  is  now  slowly  re- 
covering. It  also  became  equally  clear  during  this 
recession  period  that  the  existing  cutting  rates 
could  not  be  sustained,  and  many  of  the  smaller 
logging  companies  were  liquidated.  Independent 
studies  have  estimated  that  the  present  rate  of  cut- 
ting is  still  about  2.S  times  as  fast  as  the  growth 
rate  of  the  available  second-growth  timber.  Fur- 
thermore, "sustained"  timber  yield  at  present  pro- 
duction levels  is  now  in  jeopardy  because  of  the 
small  and  limited  acreages  available  in  old  second- 
growth  timber  from  the  early  days  of  logging  as 
compared  to  the  vast  acreages  of  recently  cut 
stands.  This  situation  is  most  serious  for  white- 
woods  which  bore  the  brunt  of  the  boom  exploita- 
tion occuring  after  World  War  II.  The  situation 
is  also  precarious  for  redwood  production  in  the 
immediate  future.  All  this  leads  to  a  great  imbal- 
ance in  timber  stands  (Miles,  1963;  Branch  and 
Lewis,  1964).  Our  remaining  virgin  redwood  is  im- 
portant to  lumbering  in  their  attempt  to  bridge 
some  sort  of  a  transition  period  from  an  old  growth 
to  a  second  growth  economy.  However,  in  spite  of 
the  knowledge  of  this  impending  condition,  no  ob- 
vious steps  have  been  taken  by  the  lumber  indus- 
tries to  curtail  timber  production  in  order  to  bring 
it  in  to  balance  with  the  natural  productive  capac- 
ity of  the  forest  land,  and  to  equalize  the  great 
disparity  in  age  classes  of  timber  acreagewise. 

"Siegel  (1965)  noted  this  problem  for  Del 
Norte  County  where  the  average  annual  cut  from 
1958-1962  was  291  million  board  feet  (mbf). 
Siegel  points  out  that  if  cutting  level  was  dropped 
back  to  205  mbf  now  it  might  allow  sustaining  such 
a  level  of  cut  until  1985  (italicizing  added). 

"Students  of  the  sustained-yield  principle  have 
tried  to  estimate  that  the  growth  rate  of  second 
growth  timber  will  be  in  balance  with  the  depletion 
of  timber  in  1980  (Miles,  1963).  Should  growth 
balance  out  by  1980,  it  would  certainly  not  apply 
to  each  ownership  acreagewise.  Perhaps  more  im- 
portant is  the  fact  that  timber  quantity  does  not 
ultimately  contribute  to  timber  quality  (e.g.  Dick- 
inson, 1966).  Due  to  growth  characteristics  it  is  a 
well  recognized  fact  that  second  growth  timber, 
especially  redwood,  demands  a  far  lower  market 
price  than  old  growth  timber,  and  that  under  cur- 
rent economic  conditions  harvest  and  thinning  op- 
erations in  80-100-year-old  superlative  second 
growth  stands  are  economically  unfeasible.  Besides 
that,  the  yield  on  a  per  acre  basis  of  a  second 
growth  redwood  stand  of  100  years  of  age  is  ap- 
proximately only  1/10  of  that  of  an  acre  of  virgin 
timber  (100,000  board  feet  vs.  1,000,000  board 
feet  on  the  average  gross  yield).  It  is  certainly 
true  that  the  amount  of  growth  being  added  each 
year  on  young  timber  is  greater  than  growth  added 
to  a  mature  tree,  but  the  economic  value  and  util- 
ity of  the  young  tree  is  greatly  inferior.  Consider- 


ing only  timber  volume,  however,  sustained  yield 
at  present  cutting  levels  would  require  up  to  10 
times  as  much  acreage  of  second-growth  timber 
compared  to  old  growth  acreage  because  any  har- 
vestable  second  growth  timber  present  now  has  to 
be  found  on  those  lands  cut  80-100  years  ago.  No 
one  has  ever  indicated  where  such  extensive  acre- 
age exists  in  Humboldt  County.  Evidence  of  this 
can  be  appraised  by  anyone  noting  the  country 
around  the  Redwood  Region  Conservation  Council 
members'  demonstration  forests  which  are  in  the 
heart  of  any  such  potential.  In  general,  even  under 
perfect  growing  and  management  conditions,  it  will 
take  some  80  years  to  grow  a  mature  timber  stand. 
At  this  very  moment  no  reduction  in  the  accel- 
erated production  of  timber  is  evident,  and  there- 
fore the  industry  is  making  it  more  difficult  to 
bridge  any  interim  period  for  our  local  lumber 
economy.  The  creation  of  a  national  redwood  park 
must  not  be  used  to  divert  attention  from  the  fact 
that  a  considerable  reduction  in  the  local  forest 
economy  is  about  to  occur.  It  must  be  emphasized 
that  for  any  sustained  timber  yield  at  the  present 
level  of  production  we  have  to  look  primarily  to 
those  areas  of  limited  acreage  exploited  by  the 
early  days  of  logging.  Lands  that  must  sustain  the 
current  cutting  rates  and  timber  yields  have  to  be 
at  least  equal  in  size  to  the  land  from  which  the 
timber  now  is  being  removed.  However,  there  is 
not  sufficient  acreage  available  from  the  old  days 
of  cuttings.  With  the  increased  acreage  of  bare 
land,  forest  regeneration  becomes  problematic  and 
uncertain.  In  19S2  an  estimated  183,000  acres  of 
understocked  or  nonstocked  private  forest  land 
existed  in  Humboldt  County  alone  (U.S.  Forest 
Service,  1952).  Dana  and  Pomeroy  (1965)  re- 
ported on  surveys  which  indicated  that  nonstocked 
or  understocked  redwood-typ*  forest  lands 
amounted  to  320,000  acres  in  the  redwood  region, 
or  20  percent  of  such  lands!  The  imbalance  for 
such  a  situation  is  going  to  have  a  serious  impact 
on  the  level  of  our  forest  economy  regardless  of  a 
national  park. 

"Any  attempt  to  predict  the  level  of  timber  cut 
in  some  future  period  must  have  data  on  present 
cutting  rates,  existing  acreages,  and  growth  rates 
on  the  many  different  sites  on  which  various  spe- 
cies grow.  All  such  data  are  now  in  scarce  supply. 
Siegel  (1965)  used  information  from  Miles  and 
Vaux  mainly  for  his  analysis  on  Humboldt  County, 
which  was  the  best  data  available  for  any  north 
coast  area.  From  these  data  Siegel  indicated  that 
the  cut  would  drop  to  around  1 .0  billion  board  feet 
per  year  around  1980.  This  is  equivalent  to  about 
0.75  biUion  board  feet  of  lumber  production.  This 
would  indicate  about  a  50-percent  reduction  as 
compared  with  the  present  levels  of  production. 
Siegel  also  noted  that  the  greater  the  degree  of 
excess  cutting  done  now,  the  lower  will  be  the  level 
of  sustained  cut  which  will  occur  in  the  transition 
period. 

"An  even  more  recent  study  indicates  a  virtual 
depletion    of    old    growth    timber    in    Humboldt 
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County  by  1968,  if  present  cutting  rates  for  the 
county  as  a  whole  continues  (Mather,  Becking. 
1965),  In  19S3  (Vaux  1955)  indicated  privately 
owned  mature  timber  at  35.6  billion  board  feet.  In 
1963  the  Humboldt  County  timber  cruise  showed 
13.5  billion  board  feet  of  such  stands.  Using  pub- 
lic records  of  lumber,  plywood  and  veneer  produc- 
tion, the  amount  of  standing  timber  volume  cut 
was  computed  for  each  year  from  1953  to  1963. 
Subtracting  each  year's  cut  from  the  1953  volume 
noted  above,  a  figure  was  obtained  which  was  only 
1.2  percent  from  the  volume  reported  in  1963  by 
a  timber  cruise  conducted  by  the  Humboldt  County 
assessor's  otfice.  The  total  rate  of  cut  in  1963  was 
2,5  billion  board  feet.  Continuing  this  rate  of  cut 
leaves  a  projected  1  billion  board  feet  of  mature 
timber  in  Humboldt  County  in  1968!  Undoubtedly 
individual  companies  will  have  to  slacken  their 
rates  of  cut  to  extend  such  activities  a  few  years 
longer  but  the  seriousness  of  the  impact  from  a 
reduced  lumber  production  is  quite  apparent. 

"It  is  obvious  that  the  creation  of  a  redwood 
national  park  taking  say  25,000  acres  of  additional 
virgin  timber  out  of  commercial  use  would  mean 
little  to  the  long-range  sustained  timber  yield  pic- 
ture of  Humboldt  County.  It  may,  however,  have 
deleterious  effects  upon  the  forest  management  of 
a  specific  company,  but  not  for  the  redwood  region 
of  the  county  as  a  whole.  The  natiotial  demand  for 
redwood  would  still  be  met  by  cutting  into  the 
bulk  of  the  remaining  virgin  redwood  which  will 
remain  in  private  ownership! 

"A  national  park  taking  additional  virgin  red- 
wood acreage  might  create  the  inevitable  transition 
to  a  second  growth  economy  a  few  years  earlier 
than  otherwise.  The  creation  of  national  park  con- 
ceivably would  even  help  to  adjust  the  present  im- 
balance in  age-class  distribution  of  trees  and  over- 
production of  lumber.  The  creation  of  a  national 
park  can  only  help  indirectly  the  day  when  Hum- 
boldt County  will  be  forced  into  a  sustained-yield 
principle  of  forest  management  which  any  stable 
lumber  economy  demands.  What  the  level  of  that 
yield  will  be  in  the  future  when  actual  cut  does 
become  stabilized  is  in  serious  dispute  .  ,  ,  " 

In  view  of  the  clear  conflict  in  data  and 
)pinions  concerning  the  commercial  future  of 
he  redwoods  outlined  in  the  foregoing  state- 
nents,  and  in  the  absence  of  more  substantial 
igreement  on  the  economic  prospects  of  the 
lorth  coast  counties,  the  committee  will  not 
ittempt  to  make  any  judgment  concerning  the 
)verall  subject.  It  seems  apparent,  however, 
hat  the  confusion  and  conflict  surrounding 
his  dimension  of  redwoods  management  makes 
I  broadly  based,  orderly  study  of  this  problem 
—with  the  objective  of  reaching  conclusions 
iveryone  can  agree  with — not  only  desirable, 
)ut  vitally  essential  to  the  public  interest. 
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Recreational  Values  and  Utilization 

Although  the  contradictions  make  a  defini- 
tive long  range  assessment  of  the  commercial 
prospects  for  redwoods  management  impossi- 
ble, the  recreational  significance  of  the  coast 
redwood  forest  is  generally  accepted  by  all  con- 
tending interests.  The  debate  over  this  aspect 
of  their  management  centers  mainly  on  such 
considerations  as  how  many  acres  of  what  kind 
of  trees  should  be  preserved — and  where.  Be- 
cause of  the  high  market  value  of  standing  red- 
woods— especially  old  growth  trees — this  argu- 
ment of  course  has  a  direct  relationship  to  the 
commercial  management  aspects. 

Whatever  else  is  said,  it  is  clear  that  the 
redwoods  are  a  unique  natural  resource,  which 
is  an  obvious  consequence  of  their  large  size  as 
the  tallest  living  trees,  their  great  average  age, 
and  their  many  unusual  characteristics  (which 
among  other  virtues  also  accounts   for   their 


commercial  value)  such  as  a  stubborn  resist- 
ance to  fire,  insects,  disease,  and  rot,  the  fact 
that  they  are  living  relics  from  the  Age  of 
Dinosaurs,  and  they  are  found  naturally  no- 
where else  in  the  world.  In  addition  to  these 
factors,  however,  are  the  special  inspirational 
qualities  so  impressive  to  the  visitor,  especially 
from  the  primitive  trees  in  a  natural  setting 
relatively  undisturbed  by  man.  Therefore,  from 
the  recreational  point  of  view,  the  concern  is 
basically  with  maintaining  virgin  redwoods  in 
a  forest  and  watershed  possessing  ecological  in- 
tegrity insofar  as  it  is  possible  to  achieve,  and 
in  an  amount  sufficient  to  ensure  long-term  sur- 
vival, meet  projected  recreational  requirements, 
and  provide  a  maximum  variety  of  recreational 
experiences.  Although  young  growth  trees  also 
possess  important  recreational  values  and  uses, 
the  quality  of  the  recreational  experience  they 
impart  cannot  reasonably  be  compared  with 
that  of  the  thousand-year-old  redwood  climax 
forest  and  its  associated  natural  features. 
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This  unique  inspirational  and  recreational 
value  has  been  long  recognized,  even  by  the 
redwood  lumber  industry  itself,  although  prog- 
ress toward  the  preservation  of  some  of  the 
remaining  old  growth  trees  was  achieved  only 
slowly  and  painfully.  In  fact,  prior  to  World 
War  II  only  a  few  small  isolated,  widely  sep- 
arated groves  had  been  set  aside,  none  of  which 
contained  the  truly  superlative  trees  of  the 
north  coast.  Responding  to  the  lack  of  interest 
by  the  federal  and  state  government  in  the 
matter,  several  distinguished  private  citizens 
founded  the  Save-the-Redwoods  League  in 
1918,  which  over  the  years  under  a  policy  of 
mutual  cooperation  with  government  and  in- 
dustry, has  contributed  to  the  acquisition  of 
some  100,000  acres  of  state  redwood  parks,  of 
which  approximately  50,000  acres  contain  old- 
growth  trees,  the  major  stands  of  which  are  in 
Humboldt,  Prairie  Creek,  Del  Norte  Coast, 
and  Jedediah  Smith  Redwoods  State  Parks. 


Because  of  increasing  threats  to  the  eco- 
logical integrity  of  the  preserved  redwoods 
from  freeways,  erosion,  potential  overuse,  log- 
ging practices,  and  other  sources,  and  the  re- 
sulting uncertainty  as  to  the  long  range  eco- 
logical viability  of  existing  units,  in  1965  the 
state  completed  an  overall  plan  for  long-range 
management  of  the  recreational  uses  of  red- 
woods. This  study,  which  was  titled  the  "North 
Coast  Redwoods  Master  Plan,"  identified  some 
80,000  acres  of  land  in  Humboldt  and  Del 
Norte  Counties  with  direct  influence  on  the 
protection,  development,  and  display  of  the 
four  major  state  parks  previously  noted,  parks 
which  also  provide  the  best  remaining  oppor- 
tunity of  preserving  outstanding  examples  of 
primeval  coast  "Redwood  Country."  Some 
45,000  acres  of  land  (6,500  old  growth;  38,500 
young  growth)  were  proposed  for  acquisition,  a 
portion  of  which  has  subsequently  been  ac- 
quired. Some  of  this  recommended  acreage  is 
being  held  for  eventual  purchase  by  the  state, 
and  some  is  being  logged.  The  industry  has 
generally  opposed  the  acquisition  of  the  young 
growth  acreage  as  being  unnecessary,  with  the 
state  contending  that  it  is  necessary  for  water- 
shed protection  and  the  development  of  visitor 
facilities. 

The  concept  of  the  national  park,  as  with 
most  programs  oriented  toward  the  preserva- 
tion of  unique  natural  resources,  was  a  long 
time  developing,  and  although  first  recognized 
in  principle  by' President  Lincoln  in  1864  when 
he  signed  the  act  creating  Yosemite  Park,  the 
Yosemite  area  was  actually  granted  to  the 
State  of  California,  with  accompanying  federal 
recognition  of  the  need  to  preserve  this  unique 
scenic  resource.  It  seems  clear,  however,  that 
there  was  substantial  acceptance  in  the  Con- 
gress that  this  grant  was  of  nationwide  signifi- 
cance. The  first  "national  park"  in  name  as 
well  as  concept  was  Yellowstone  National  Park, 
created  in  1872,  with  Yosemite  not  receiving 
such  official  status  until  1890.  Subsequent  defi- 
nition and  general  acceptance  of  the  principles 
justifying  the  creation  of  a  national  park  was  a 
slow  process,  and  not  until  recent  years  has 
there  been  a  widely  accepted  statement  of  cri- 
teria. The  United  States  has  nevertheless  over 
the  years  acquired  the  finest  system  of  national 
parks  in  the  world,  and  it  has  served  as  a  model 
for  similar  efforts  throughout  the  world. 
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Perhaps  the  first  public  recognition  of  the 
justification  for  a  Redwoods  National  Park 
was  made  in  1895  by  Professor  William  R. 
Dudley — an  early  member  of  the  Sierra  Club — 
when  he  urged  the  "...  immediate  establish- 
ment of  several  redwood  national  parks,  under 
the  control  of  the  United  States  government 
..."  President  Theodore  Roosevelt,  though 
an  active  and  articulate  conservationist,  took 
no  positive  action  toward  this  goal,  although 
he  expressed  his  concern  over  the  eventual  fate 
of  the  redwoods  on  numerous  occasions.  Since 
that  time  continuous  but  sporadic  efforts  have 
been  made  to  establish  such  a  national  park. 
and  as  early  as  1920  the  Congress  ordered  a 
survey  with  the  establishment  of  a  national 
park  as  its  objective.  Although  the  survey  rec- 
ommended the  creation  of  such  a  park,  no  ac- 
tion was  taken.  In  1946  Congresswoman  Helen 
Gahagan  Douglas  introduced  an  unsuccessful 
bill  to  establish  a  Franklin  Delano  Roosevelt 
Memorial  Redwood  Forest. 

Finally,  in  April  1963  the  National  Geo- 
graphic Society  financed  an  overall  study  by 
the  National  Park  Service  of  "the  most  effec- 
tive means  of  preserving  an  adequate  segment 
of  redwood  forest  to  guarantee  their  protection 
and  provide  for  appropriate  use  and  enjoyment 
by  the  public."  This  study,  which  was  released 
in  September  1964,  concluded  that  "...  the 
significance  of  the  redwoods  as  a  part  of  our 
heritage  justifying  preservation  does  not  need 
arguing;   it  is  accepted.  Since  the  turn  of  the 
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century,  it  has  been  recognized.  Time  and  again 
it  has  been  reaffirmed  by  people  across  the 
country.  Just  so,  this  year,  the  proposed  rout- 
ing of  freeways  which  threatened  some  of  the 
redwood  state  parks  brought  a  statewide  and 
nationwide  storm  of  protest  ..." 

The  report,  which  contains  an  extensive 
analysis  of  the  history  and  present  status  of 
both  the  commercial  and  recreational  values 
and  utilization  of  the  redwoods,  outlines  in 
great  depth  all  remaining  areas  of  old  growth 
trees  and  associated  features  meeting  the  estab- 
lished criteria  for  a  national  park,  and  the 
prospects  for  long  term  survival  of  the  pre- 
served virgin  areas,  regardless  of  their  status. 
The  conclusion  was  that  "...  there  is  an 
urgent  need  n02i'  to  shore  up  and  consolidate 
the  preservation  position  in  the  existing  red- 
wood state  parks,  and  to  set  aside  additional 
acreage  of  virgin  growth.  This  is  judged  to  be 
in  the  national  interest,  in  fact  essential,  if  con- 
tinuing attrition  and  encroachments  are  to  be 
offset,  and  if  opportunity  is  to  be  provided  for 
future  generations  in  increasing  numbers  to  see 
and  enjoy  these  magnificent  forests  to  the  full. 

"To  add  bits  and  pieces  here  and  there 
will  not  do  the  job.  A  major  addition  is  re- 
quired and  one  preferably  which  would  add  not 
merely  size,  but  high  quality  redwood  groves 
and  forests  in  a  situation  where,  so  far  as  pos- 
sible, they  can  be  preserved,  interpreted,  and 
made  available  to  the  public  as  outstanding 
examples  in  an  outstanding  manner.  Far  too 
easily  the  natural  heritage  we  'preserve'  may 
end  up  as  a  watered-down  experience  seen 
hastily  and  superficially  from  a  fast-moving 
car. 

"This  does  not  mean  that  all  remaining 
virgin  growth  should  be  so  reserved.  That 
would  not  be  either  reasonable  or  feasible. 

"Along  with  these  objectives  and  as  a  part 
of  the  formula,  opportunity  exists  to  preserve 
additional  stands  of  redwood  along  highways 
or  still  attractive  streams,  and  to  incorporate 
in  redwood  parks  wild  beaches,  bluffs,  and 
ocean  frontage  which  could  be  a  wonderful 
part  of  the  coast  redwood  picture.  Today  these 
opportunities  are  reduced  almost  to  the  vanish- 
ing point. 

"Public  ownership  of  such  attractions 
would  tend  also  to  correct  an  existing  situation 
of  some  awkwardness.  Today  where  redwood 
stands  in  private  ownership  occupy  such  pub- 


licly attractive  sites,  the  owners  for  the  most 
part  have  refrained  from  harvesting  the  timber 
— recognizing  the  long  term  public  interest,  or 
in  some  cases,  frankly,  to  avoid  incurring  pub- 
lic wrath.  At  the  same  time,  they  continue  to 
pay  taxes. 

"One  important  conclusion  points  to  the 
significance  that  cooperation  between  conserva- 
tion interests  and  industry  could  play,  quite 
possibly  to  mutual  advantage.  A  good  example 
is  the  question  of  full  watershed  control  to  safe- 
guard important  groves  or  forest  stands  which 
lie  downstream.  One  solution,  of  course,  is  pub- 
lic acquisition.  But  in  some  cases,  it  appears 
that  a  sound  coordinated  management  plan 
could  leave  the  upper  drainages  in  private  own- 
ership and  still  assure  protection  to  down- 
stream values.  This  might  be  particularly  true 
where  cutting  has  already  seriously  disturbed 
the  ecological  integrity  of  the  drainage  ..." 

The  study  recommended  three  alternatives 
for  creation  of  a  Redwoods  National  Park,  all 
in  the  Redwood  Creek-Prairie  Creek  area  (See 
Appendix,  page  48),  and  in  addition  recom- 
mended federal  aid  to  the  state  to  round  out 
existing  redwood  state  parks  and  protect  addi- 
tional forests  along  the  highway,  including  ex- 
tension of  the  Avenue  of  the  Giants. 

Following  publication  of  the  study  and 
recommended  alternatives  in  September  1964, 
the  National  Park  Service  devoted  a  period  of 
time  for  reactions,  and  after  review  of  the 
numerous  responses,  disregarded  the  essence  of 
its  own  alternatives  and  recommended  the  cre- 
ation of  a  national  park  in  Del  Norte  County 
(See  Appendix,  page  49 A)  by  the  combination 
of  Del  Norte  Coast  and  Jedediah  Smith  Red- 
woods State  Parks  with  an  additional  7,800 
acres  of  virgin  and  11,000  acres  of  young 
growth  redwoods  in  the  connecting  Mill  Creek 
watershed.  In  addition,  it  proposed  the  acquisi- 
tion of  the  Tall  Trees  Unit  on  Redwood  Creek 
— some  650  acres  of  old  and  750  acres  of  young 
growth  trees.  It  was  acknowledged  that  the  ac- 
quisition of  the  Mill  Creek  acreage  would  force 
the  Rellin  Lumber  Company  to  cease  future 
operations,  and  provisions  to  relieve  both  the 
reduced  tax  base  and  interim  unemployment 
were  included  in  the  legislation  introduced  by 
Senator  Thomas  Kuchel  of  California  in  the 
1966  Congress  and  supported  by  President 
Johnson.  Action  on  this  proposal  was  not  taken 
by  the  Congress  in  1966. 
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The  publication  by  the  National  Park 
Service  in  1964  of  its  preliminary  proposal  for 
a  Redwoods  National  Park  spurred  a  number 
of  other  plans  for  recreational  utilization  of  the 
redwoods,  as  outlined  below  (See  Appendix, 
pages  49A-J,  for  maps  of  various  proposals 
for  recreational  utilization  of  the  redwoods) : 

1.  Sierra  Club,  October  1965. 

The  proposal  of  the  Sierra  Club,  which  is 
sponsored  in  the  Congress  by  Representative 
Jeffery  Cohelan  and  a  number  of  congress- 
men and  senators,  is  the  major  alternative  to 
the  Mill  Creek  watershed  proposal  of  the 
Johnson  Administration.  It  is  essentially  an 
extension  to  some  90,000  acres  of  the  largest 
(53,600  acres)  of  the  three  alternatives  ori- 
ginally proposed  by  the  National  Park  Serv- 
ice in  the  Redwood  Creek-Prairie  Creek 
Area  of  Humboldt  County.  It  includes  some 
77,000  acres  (33,700  acres  new  virgin 
growth  and  43,300  acres  of  second  growth) 
under  private  ownership,  and  some  13,000 
acres  of  old  and  young  growth  redwoods 
under  public  ownership  in  Prairie  Creek 
Redwoods  State  Park.  It  is  by  far  the  most 
expensive  of  all  the  proposals,  with  estimates 
for  the  acquisition  ranging  up  to  $150  mil- 
lion, as  compared  with  estimates  of  one-third 
this  amount  for  the  administration-backed 
Mill  Creek  proposal  in  Del  Norte  County. 

2.  State  North  Coast  Redwood  Master  Plan, 
April  1965. 

This  proposal  has  been  noted  previously, 
with  the  study  upon  which  it  was  based  be- 
ing initiated  in  October  1963,  some  six 
months  after  commencement  of  the  National 
Park  Service  study,  which  was  released  in 
September  1964.  Briefly,  the  State  Master 
Plan  identified  80,400  acres  of  land  in  Del 
Norte  and  Humboldt  Counties  which  influ- 
ence directly  the  protection,  development 
and  display  of  the  four  major  redwood  state 
parks — Jedediah  Smith,  Del  Norte  Coast, 
Prairie  Creek,  and  Humboldt  Redwoods 
State  Parks.  These  four  parks,  the  common 
denominator  of  the  current  redwood  preser- 
vation movement,  contain  approximately 
40,000  acres  of  primeval  redwood,  or  about 
80  percent  of  the  50,000  total  acres  of  pri- 
meval redwood  within  the  state  park  system. 
The  study  recommended  the  acquisition  of 
approximately   6,500   acres   of   old   growth 


redwoods  and  38,500  acres  of  young  growth 
redwoods  in  crucial  areas  for  a  total  of  45, 
000  acres.  Subsequent  further  refinement  of 
these  requirements  indicated  that  a  minimum 
of  1 ,600  acres  of  old  growth  and  14,400  acres 
of  young  growth  redwoods  were  absolutely 
essential  to  the  minimum  consolidation  of 
the  four  existing  state  parks  by  the  acquisi- 
tion of  inholdings,  the  preservation  of  key 
tracts,  and  providing  lands  suitable  for  de- 
velopment. The  minimum  plan  also  envi- 
sioned the  leasing  of  some  2,600  acres  of 
timberland  on  a  long-term  basis  for  the 
development  of  public  recreational  facilities. 
In  December  1965  the  State  Park  Commis- 
sion adopted  this  minimum  plan  for  imme- 
diate acquisition,  and  concluded  that  the 
final  master  plan  must  await  the  final  deter- 
mination on  the  national  park. 

3.  American  Forestry  Association,  April  1965. 
This  study,  which  was  initiated  by  Samuel 
T.  Dana  and  Kenneth  B.  Pomeroy  in  Octo- 
ber 1964,  and  supports  strongly  the  justifi- 
cation for  creation  of  a  Redwoods  National 
Park,  recommends  specifically  the  transfer 
of  Humboldt  Redwoods  State  Park  to  the 
federal  government  for  administrative  pur- 
poses. It  also  recommends  rounding  out  of 
the  integrity  of  other  state  parks.  In  addi- 
tion, because  of  the  confusion,  conflict,  and 
inadequacy  of  relevant  data,  and  the  im- 
portance of  this  overall  problem  to  the  fu- 
ture of  the  north  coast,  it  was  recommended 
that  a  long  range  regional  economic  develop- 
ment plan  be  formulated. 

4.  Redwood  Park  and  Recreation  Plan,  April 
1965. 

This  proposal,  which  is  sponsored  by  the 
north  coast  timber  industry,  opposes  the 
creation  of  a  national  park  and  and  the  pro- 
posal of  the  state  master  plan  for  the  ac- 
quisition of  peripheral  young  growth  lands. 
It  generally  supports  the  acquisition  of  key 
old  growth  stands  set  aside  by  the  industry 
and  included  in  the  state  master  plan,  and 
also  proposes  to  open  up  some  364,000  acres 
of  largely  cutover  timberland  for  public  rec- 
reation. The  state  responds  to  industry  dis- 
approval of  its  proposal  for  the  acquisition 
of  peripheral  lands  by  maintaining  that 
these  lands  are  absolutely  essential  in  the 
selected  areas  to  preserve  old  growth  and 
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young  growth  stands  of  redwoods  and  other 
species  in  a  wide  range  of  age  classes,  to 
preserve  ecological  units  of  adequate  size  to 
ensure  perpetuation,  to  protect  groves  from 
erosion  caused  by  logging  on  upstream 
watersheds,  to  provide  sufficient  space  for 
such  recreational  activities  as  picnicking  and 
camping,  and  to  facilitate  administration. 

5.  Redwood  Regional  Park  Plan,  November 
1965. 

This  is  the  most  ambitious  of  all  the  pro- 
posals made  to  date,  and  was  advanced  by 
Dr.  Rudolf  Becking,  a  professor  of  forestry 
.  at  Humboldt  State  College  and  a  forest  re- 
search consultant,  and  Mr.  Deane  Mather, 
a  private  forest  land  manager.  It  envisions  a 
comprehensive  regional  approach  to  the  rec- 
reational uses  of  redwoods,  and  contains  a 
number  of  imaginative — and  controversial — 
concepts.  Among  other  things,  it  is  based 
upon  the  premise — disputed  by  many — that 
the  north  coast  region  is  due  for  a  severe 
economic  recession  in  the  near  future  as  the 
result  of  rapid  and  uncontrolled  depletion  of 
old  growth  redwoods,  inadequate  young 
growth  timber  supplies,  slow  forest  regener- 
ation in  many  areas  of  the  region  with  a  sub- 
stantially changed  tree  species  as  compared 
with  the  original  forest  crop,  and  chronic 
unemployment.  It  takes  the  broadest  pos- 
sible approach  to  the  overall  problem  by 
recognizing  California's  long  range  recrea- 
tional deficiencies,  and  provides  a  partial 
answer  thereto  by  proposing  the  develop- 
ment of  a  huge  210,000-acre  recreational 
area  in  Humboldt  and  Del  Norte  Counties 
with  a  large  variety  of  redwood  and  water- 
oriented  recreational  opportunities.  The  plan 
is  composed  of  three  major  components — a 
73,900-acre  Redwood  Creek  National  Park 
preserving  the  most  unique  remaining  virgin 
redwoods  and  the  world's  tallest  trees,  in- 
cluding a  new  38S-foot  recordholder  recent- 
ly discovered  by  Dr.  Becking,  yet  to  be  offi- 
cially verified;  a  62,000-acre  Klamath  Wild 
River  Area  providing  boating  and  fishing 
opportunities;  and  a  7S,000-acre  Southern 
Recreational  Area  with  extensive  acreages 


of  good  quality  second  growth  redwoods, 
which  with  the  construction  of  five  small-  to 
medium-sized  dams  and  associated  lakes, 
would  provide  a  variety  of  recreational  op- 
portunities. It  is  envisioned  that  the  creation 
of  this  regional  recreation  area  has  a  number 
of  advantages,  including  maximum  oppor- 
tunity for  visitor  dispersal,  the  preservation 
of  the  world's  tallest  and  finest  redwoods  in 
a  national  park,  an  economic  infusion  for  all 
local  businesses,  adequate  in-lieu  tax  pay- 
ments in  the  form  of  severance  and  rebate 
tax  revenue  payments  to  local  communities, 
and  in  toto  a  strong  and  active  year-round 
recreational  industry  with  unlimited  growth 
potential  for  the  north  coast. 

6.  Pacific  Redwood  National  Park  and  Sea- 
shore, June  1966. 

This  proposal  by  Conservation  Associates 
suggests  the  creation  of  a  lS9,000-acre  park, 
of  which  14,000  acres  is  water  surface  area, 
including  Humboldt  Redwoods  State  Park 
(56,000  acres  as  enlarged),  64,000  acres  in 
the  adjoining  Mattole  Valley  and  King 
Range,  and  8,000  acres  at  Del  Norte  Coast 
and  Jedediah  Smith  Redwoods  State  Parks. 
Most  of  the  additional  contiguous  acreages 
in  the  Mattole  Valley  and  King  Peak  areas 
are  cutover  private  lands  or  are  presently 
under  federal  jurisdiction  in  the  King  Range. 

7.  National  Redwood  Park,  Recreation,  and 
Seashore  Plan,  November  1966. 

This  most  recent  proposal  by  Congressman 
Don  Clausen  of  California  is  a  recombina- 
tion of  many  previous  proposals,  and  appar- 
ently is  essentially  a  transfer  to  the  federal 
government  of  various  existing  state  park 
units,  as  well  as  adding  the  small  acreage  of 
Tall  Trees  in  Redwood  Creek.  It  is  com- 
posed of  a  46-mile  "redwood  seashore"  ex- 
tending from  Del  Norte  Coast  Redwoods 
State  Park  to  Patrick's  Point  State  Park; 
the  Tall  Trees  unit  on  Redwood  Creek;  the 
transfer  of  King  Range  from  the  federal  to 
the  state  government  for  administration 
with  Humboldt  Redwoods  State  Park;  and 
the  completion  of  acquisition  in  the  Point 
Reyes  National  Seashore  in  Marin  County. 
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FINDINGS  AND  CONCLUSIONS 


THE  CONTROVERSY  ovcr  management  of  the 
redwoods  is  not  new;  it  has  persisted  to 
some  degree  for  more  than  a  century.  How- 
ever, it  has  intensified  in  recent  years  as  the 
result  of  a  growing  awareness  by  the  general 
public  that  the  last  of  the  old  growth  trees  in 
private  ownership  will  be  cut  in  a  few  years. 
This  awareness,  moreover,  has  been  translated 
into  concern  over  the  prospects  for  ultimate 
survival  of  the  existing  old  growth  trees  under 
public  protection  (but  in  view  of  its  remark- 
able regenerative  capabilities,  generally  not 
over  its  ultimate  survival  as  a  species,  as  has 
been  suggested  in  some  quarters)  as  the  result 
of  extensive  recent  publicity  of  excessively  de- 
structive logging  practices  in  the  past,  and  cer- 
tain current  techniques  such  as  clear  cutting,  a 
procedure  which,  while  there  may  be  disagree- 
ment over  its  relative  effectiveness  as  a  forest 
management  technique,  generally  produces  a 
most  disapproving  reaction  on  the  part  of  the 
public. 


As  in  any  such  complex  and  controversial 
area  of  resources  management,  inevitable — and 
in  some  instances  seemingly  irreconcilable — 
conflicts  over  redwoods  management  have 
arisen.  Because  of  the  tendency  of  each  con- 
tending interest  to  look  at  the  problem  from 
his  own  point  of  view  and  to  interpret  the  same 
— or  different — statistics  and  other  information 
differently,  it  is  impossible  for  anyone  to  be 
certain  of  the  truth  of  any  given  premise.  How- 
ever, implicit  in  the  maze  of  conflicting  con- 
cepts and  statistics  is  one  fundamental  question 
which  must  eventually  be  answered  to  every- 
one's satisfaction  before  there  can  be  any  hope 
that  the  controversy  will  ultimately  subside: 

Is  there  a  long  range  future  for  both  a 
viable  second  growth  redwood  industry 
and  major  recreation  industry  oriented 
around  the  primeval  redwoods  in  the  north 
coast  counties? 
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The  answer  to  this  question  is  of  course 
dependent  upon  the  answers  to  such  corollary 
questions  as  how  much  old  and  young  growth 
redwood  is  necessary  for  the  appropriate  level 
of  indefinite  sustained  productivity  (for  speci- 
fied products)  by  the  industry  (not  individual 
companies),  and  how  much  old  and  young 
growth  redwood  (and  where)  is  necessary  to 
provide  the  appropriate  recreational  experi- 
ences and  opportunities,  and  the  long  term 
ecological  and  watershed  integrity  required  for 
survival  of  the  preserved  old  growth  trees. 

It  appears  to  be  suggested  by  some  that 
these  two  objectives  are  indeed  mutually  exclu- 
sive, and  that  such  incompatibility  makes  the 
selection  of  one  or  the  other  goal  the  only  real- 
istic alternative  in  the  long  run.  Although  this 
committee  developed  probably  the  m>cst  com- 
prehensive record  to  date  on  this  entire  prob- 
lem, the  conflicting  nature  of  much  of  the  data 
makes  it  impossible  to  reach  a  conclusive 
answer  to  the  question.  Therefore,  until  more 
definitive  and  generally  agreed-upon  data  is 
forthcoming,  this  committee  will  attempt  to 
make  no  judgment  concerning  the  overall  ques- 
tion. 

However,  because  of  the  near  unanimity 
of  public,  governmental,  and  professional  sup- 
port throughout  the  state  and  nafion  for  the 
establishment  of  a  Redwoods  National  Park 
somewhere  in  the  region,  and  the  compelling 
arguments  for  the  need  to  ensure  the  maximum 
possible  protection  of  the  existing  preserved 
old  growth  redwoods,  this  committee  finds  it 
clearly  and  positively  in  the  public  interest  that 
such  a  park  be  created. 

Although  one  of  the  arguments  in  opposi- 
tion to  the  park  is  that  the  setting  aside  of  addi- 
tional private  lands  for  public  recreation  will 
have  a  crippling  effect  on  the  economy  of  the 
entire  area,  it  appears  to  the  committee  that 
such  a  conclusion  tends  to  be  overstated  for  the 
following  reasons: 

First,  provisions  will  be  included  in  the 
legislation  creating  the  park  which  will  offset 
any  interim  decline  in  tax  revenues  and  unem- 
ployment which  may  result.  While  there  is  a 
major  difference  of  opinion  concerning  the  long- 
run  effect  of  a  national  park  on  regional  tour- 
ism, it  seems  reasonable  to  project  some  in- 
crease attributable  to  creation  of  the  park,  the 
net  effect  of  which  will  compensate  to  some  de- 
gree for  any  short-term  economic  loss  related  to 


the  park  acquisitions.  Beyond  this  it  seems 
clear  that  recreation  is  of  vital  importance  to 
the  future  of  the  north  coast,  the  exact  dimen- 
sions of  which  must  await  a  comprehensive  as- 
sessment of  the  long-term  regional  economy. 
Second,  it  does  not  seem  likely  that  the  conse- 
quences of  the  proposed  limited  withdrawals  of 
private  lands — even  under  the  most  ambitious 
of  the  proposed  alternatives — could  produce 
the  profound  effects  upon  the  economy  of  the 
entire  region  as  is  suggested.  It  is  obvious  that 
significant  withdrawals  will  affect  the  future 
operations  of  one  or  more  individual  companies 
to  a  greater  or  lesser  extent — which  is  of  course 
to  be  regretted — but  with  the  hundreds  of 
thousands  of  acres  of  redwoods  currently  under 
long-term  management  for  sustained  produc- 
tivity ^-  it  would  seem  entirely  feasible  to  make 
the  appropriate  adjustments  in  long-range  cut- 
ting cycles  on  an  industry /areawide  basis. 
Third,  cash  compensation  at  full  market  value 
will  be  paid  to  the  owners  for  lands  included  in 
the  park  and,  therefore,  no  direct  financial  loss 
should  be  sustained  as  the  result  of  the  estab- 
lishment of  the  park. 

As  a  final  conclusion,  the  committee  sup- 
ports the  objectives  of  the  State  North  Coast 
Redwood  Master  Plan,  which  proposes  the  ac- 
quisition of  certain  minimum  acreage  of  old 
and  young  growth  redwoods  to  round  out  and 
protect  the  existing  state  parks  and  provide 
areas  for  the  development  of  visitor  facilities. 


.  .  .  There  are  856,000  acres  of  redwood-type  lands  held  by 
the  16  major  forest  land  owners  in  the  region  (owning  20,000 
acres  or  more  each);  59,000  acres  of  redwood  owTied  by  sub- 
stantial redwood  producers,  ranchers,  or  others  who  have 
placed  their  lands  under  professional  forest  management,  and 
who  own  their  lands  under  professional  forest  management, 
and  who  own  5,000  acres  or  more  each;  and  54,000  acres  of 
redwood-type  lands  on  certified  tree  farms  of  less  than  5,000 
acres  each.  Thus  the  total  acreage  of  redwood  lands  known 
to  be  in  private  forestry  ouTiership  is  969,000  acres,  or  ap- 
proximately 54  percent  of  the  total  1,790,000  acres  of  private 
commercial  redwood  lands. 

"There  are  in  addition  128,000  acres  of  redwood-type 
lands  in  public  ownership,  under  sustained-yield  management, 
making  a  grand  total  of  1,097,000  acres  now  being  managed 
for  timber  production  on  a  long-range  basis. 

"Of  the  estimated  21  billion  board  feet  of  old-growth 
redwood,  some  4.5  billion  are  reserved  in  state  parks.  Of  the 
16.5  billion  on  commercial  forest  lands,  14.5  bilHon  are  on 
those  conservatively  held  private  ownerships;  1.5  billion  on 
national  forest  and  other  public  lands;  and  the  balance,  about 
0.5   billion,   are  on  small,  private  holdings. 

"Information  regarding  second-growth  redwood  timber  is 
less  accurate  and  detailed  as  to  ownership;  but  somewhat 
more  than  one-half  of  the  13.6  billion  feet  is  on  large  private 
ownerships  under  conservative  management  .   .   ." 

"The  Effect  of  Commercial  Operations  on  the  Future  of 
the  Coast  Redwood  Forest,"  1963,  John  Gleason  MUes,  Con- 
sulting Forester,  p.  14;  Assembly  Conunittee  on  Natural 
Resources,  Planning,  and  Public  Works,  transcript,  July  15, 
1966. 
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RECOMMENDATIONS 


.  .  .  Concerning  the  Redwoods 
National  Park 

The  Committee  recommends  that  a  Red- 
woods National  Park  be  estabhshed  in  the  Red- 
wood Creeii-Prairie  Creek  area  of  Humboldt 
County.  In  determining  the  size  of  the  Park, 
maximum  effort  should  be  made  to  achieve  a 
balance  in  cooperative  watershed  management 
and  public  acquisitions  which  will  maximize 
both  the  recreational  and  commercial  uses  of 
the  area,  consistent  with  the  purposes  of  a  na- 
tional park.  Appropriate  provisions  should  be 
made  to  offset  the  impact  of  the  establishment 
of  the  park  on  the  local  economy. 

The  justification  for  establishing  a  Redwoods 
National  Park  in  the  Redwood  Crcek-Prairic 
Creek  area  is  found  in  the  following  considera- 
tions: 


Because  the  legal  protection  afforded  the 
preserved  old  growth  redwoods  under  state 
park  jurisdiction  is  uncertain  and  subject  to 
change,  the  best  possible  example  of  this 
preserved  national  heritage  deserves  the 
fullest  possible  measure  of  protection  under 
federal  laws. 

The  Redwood  Creek-Prairie  Creek  location 
provides  a  large  variety  of  options  for  both 
the  preservation  and  continued  commercial 
utilization  of  various  portions  of  the  water- 
sheds. 

The  Redwood  Creek-Prairie  Creek  drain- 
ages provide  the  largest  remaining  uncut 
block  of  virgin  growth  not  preserved,  and  in 
the  opinion  of  the  National  Park  Service  the 
most  significant  large  block  in  terms  of  park 
values. 


1.  The  significance  of  the  redwoods  as  a  part 
of  our  national  natural  heritage  justifying 
preservation  under  national  park  status  is 
accepted,  and  has  received  the  nearly  unani- 
mous support  of  every  major  interest,''"  in- 
cluding the  general  public,  with  one  excep- 
tion —  the  redwood  lumber  industry,  and  a 
portion  of  the  economic  community  related 
thereto. 


2.  The  redwoods  meet  fully  the  tests  of  na- 
tional significance,  suitability,  and  feasibil- 
ity applied  to  natural  areas  evaluated  for 
inclusion  within  the  national  park  system. 

3.  Because  of  continuing  attrition  and  en- 
croachments on  the  preserved  old  growth 
stands,  a  continuing  depletion  of  privately 
owned  stands  of  old  growth  park  quality 
trees,  and  the  need  to  provide  maximum 
possible  ecological  integrity  for  watershed 
protection  and  maximum  visitor  experiences 
and  interpretation,  there  is  an  urgent  need 
now  to  preserve  additional  acreage  of  virgin 
old  growth  in  a  major  redwoods  park. 


7.  The  Redwood  Creek-Prairie  Creek  area  pro- 
vides by  far  the  greatest  variety  of  ecological 
and  natural  features  and  consequent  oppor- 
tunities for  the  varied  recreational  experi- 
ences to  be  expected  in  a  national  park. 

8.  The  geography  and  varied  attractions  of  a 
park  in  the  Redwood  Creek-Prairie  Creek 
area  provide  ample  opportunities  for  visitor 
dispersal  throughout  the  area. 

9.  While  the  extent  of  impact  on  commercial 
operations  is  subject  to  the  final  plan  for  a 
park,  it  can  be  much  better  absorbed  within 
the  broader  economy  of  the  Humboldt 
County  area,  especially  with  the  provisions 
for  mitigating  the  interim  tax  loss  and  any 
increased  unemployment  which  would  be  in- 
cluded in  the  enabling  legislation. 


'  National  Park  Ser\'ice;  Bureau  of  Ouldoor  Recreation;  Save-the- 
Redwoods  League;  American  Forestry  Association;  Sierra  Club; 
Wilderness  Society;  National  Audubon  Society;  National  Parks 
Association;  Men's  Garden  Clubs  of  America;  Nature  Conser\-- 
ancy;  Citizens'  Committee  on  Natural  Resources;  Citizens  for 
a  Redwoods  National  Park;  Federation  of  Western  Outdoor 
Clubs;  Izaak  Walton  League,  California  Division;  Wildlife 
Management  Institute;  Public  Affairs  Institute;  Trout  Lln- 
limiled. 
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The  Case  for  a  Park.  In  a  recent  publi- 
cation of  the  National  Park  Service,  Director 
George  B.  Hartzog,  Jr.,  said  the  following: 
".  .  .  In  1966  the  National  Park.  Service  cele- 
brates its  SOth  anniversary.  Entering  upon  a 
second  half-century,  its  long-range  program  is 
designed  to  mobilize  the  resources  and  capabil- 
ities of  the  National  Park  Service  in  support 
of  a  new  conservation. 

"Entitled  PARKSCAPE— USA,  and  sus- 
tained by  the  vitality  of  the  National  Park 
idea,  the  program  pledges  the  service:  to  make 
the  beauty  of  the  land  and  the  history  of  our 
nation  a  richer  and  more  meaningful  part  of 
the  daily  life  of  every  American;  to  renew 
beauty  where  it  has  already  been  destroyed; 
and  to  seek  out  and  protect  the  surviving  land- 
marks of  our  national  heritage. 

"One  of  the  vital  elements  of  conservation 
in  any  country  in  any  time  is  the  preservation 
of  those  places  of  beauty  and  history  which 
give  meaning  and  substance  to  the  national 
character. 

"This  is  neither  antiquarianism  nor  barren 
pride  in  past  glory  or  scenic  wonders.   It  is 


something  that  gives  us  deep  assurance  and  a 
sense  of  destiny  and  a  determination  to  hold  on 
fast  to  the  great  things  that  have  been  done 
through  valor  and  imagination  by  those  who 
have  gone  before  us. 

"If,  in  our  time,  we  are  to  conserve  the 
great  cultural  and  natural  resources  of  this 
nation,  it  will  demand  the  combined  efforts  of 
federal,  state,  and  local  governments,  citizens' 
organizations,  and  individuals  ..." 

In  view  of  the  growing  concern  of  people 
with  the  quality  of  an  environment  which  is 
facing  a  growing  deterioration  as  the  byproduct 
of  explosive  growth,  this  statement  of  basic 
National  Park  Service  philosophy  holds  an 
even  greater  meaning  than  when  the  service 
was  founded  50  years  ago.  The  eloquence  and 
persistence  with  which  leaders  in  every  walk 
of  life — including  the  President — are  voicing 
their  concern  over  the  impact  of  national 
growth  on  the  environment  gives  added  impor- 
tance to  those  policies  designed  to  mitigate  the 
consequences  for  ourselves  and  future  genera- 
tions. 


35 


The  national  policy  as  articulated  by  the 
Congress  over  the  years  and  administered  by 
the  National  Park  Service  has  as  its  objective 
"the  preservation  of  outstanding  examples  of 
this  country's  natural  and  historic  resources 
for  the  benefit  and  enjoyment  of  the  people." 
In  carrying  out  this  policy,  the  Park  Service 
has  developed  two  major  programs  —  the  ad- 
ministration of  national  parks  and  other  areas 
established  by  the  Congress  as  part  of  the  na- 
tional park  system,  and  the  administration  of 
the  Registry  of  National  Landmarks,  which 
encourages  the  preservation  of  natural  and  his- 
torical properties  under  other  ownerships. 

The  national  park  system  consists  of  three 
categories  of  areas  —  natural,  historic,  and 
recreational  —  with  natural  areas  containing 
the  great  scenic  wonderlands  of  America  —  the 
unspoiled  mountains,  lakes,  forests,  desert 
canyons,  and  glaciers.  In  assessing  the  feasi- 
bility of  sites  for  national  recognition  as  natural 
areas  as  part  of  the  national  park  system,  the 
following  criteria  are  applied: 

/.  National  Significance 

A.  Areas  which  possess  exceptional  value  or 
quality  in  illustrating  or  interpreting  the 
natural  heritage  of  our  nation,  such  as: 

1.  An  ecological  community  significantly 
illustrating  characteristics  of  a  physio- 
graphic province  or  a  biome. 

2.  A  biota  of  relative  stability  maintaining 
itself  under  prevailing  natural  condi- 
tions, such  as  a  climax  community. 

3.  An  ecological  community  significantly 
illustrating  the  process  of  succession  and 
restoration  to  natural  condition  follow- 
ing disruptive  change. 

4.  A  habitat  supporting  a  vanishing,  rare, 
or  restricted  species. 

5.  Examples  of  the  scenic  grandeur  of  our 
natural  heritage. 

B.  To  possess  national  significance,  the  area 
must  reflect  integrity,  i.e.,  it  must  present  a 
true,  accurate,  essentially  unspoiled  natural 
example. 

//.  National  Parks 
National  parks 

A.  Should  be  relatively  spacious  land  and 
water  areas  so  outstandingly  superior  in 
quality  and  beauty  as  to  make  imperative 


their  preservation  by  the  federal  govern- 
ment for  the  enjoyment,  education  and  in- 
spiration of  all  people. 

B.  Should  embrace  a  sufficiently  comprehen- 
sive unit  as  to  permit  public  use  and  enjoy- 
ment and  effective  management  of  a  con- 
tinuing representation  of  its  flora  and  fauna. 

C.  Should  be  adaptable  to  a  type  of  manage- 
ment that  can  provide  a  wide  range  of  op- 
portunities for  human  enjoyment,  such  as 
camping,  picnicking,  hiking,  horseback 
riding,  sightseeing,  in  a  natural  setting  con- 
sistent with  the  preservation  of  the  charac- 
teristics or  features  that  merited  their 
establishment. 

D.  Will  most  often  contain  a  diversity  of  re- 
sources and  values,  including  scenic  and 
scientific. 

///.  Feasibility 

The  test  of  feasibility  involves  weighing 
all  the  values  and  public  needs  served  by  the 
proposal. 

The  application  of  the  foregoing  explicit 
criteria  to  the  justification  for  a  Redwoods  Na- 
tional Park  is  best  set  forth  in  the  following 
statements: 

"...  The  significance  of  the  redwoods 
as  a  part  of  our  heritage  justifying  preservation 
does  not  need  arguing;  it  is  accepted.  Since  the 
turn  of  the  century  it  has  been  recognized. 
Time  and  again  it  has  been  reaffirmed  by  peo- 
ple across  the  country.  Just  so,  this  year,  the 
proposed  routing  of  freeways  which  threatened 
some  of  the  redwood  state  parks  brought  a 
statewide  and  nationwide  storm  of  protest  .  .  . 
The  net  result  of  .  .  .  several  factors  and  trends 
.  .  .  has  been  a  greatly  reduced  program  in 
terms  of  acquiring  additional  acreage  of  virgin 
redwood,  even  important  key  tracts  .  .  .  Com- 
pounding this  picture  even  further  are  two 
subtle  trends,  often  little  understood  or  ignored 
completely.  One  is  the_dramatic  and  continu- 
ing increase  of  park  visitor  use;  the  other,  a 
relentless  eating  away  of  existing  virgin  growth 
in  the  parks,  both  in  actual  acreage  and  its 
effectiveness  for  full  public  enjoyment  and 
inspiration.  The  fact  is  that  in  a  very  real  sense, 
there  is  less  in  effective  acreage  'preserved'  to- 
day than  a  decade  ago  ...  At  the  same  time, 
remaining  opportunities  are  fast  being  lost  .  .  . 
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The  days  of  old-growth  redwood  lumber  in 
quantity  are  numbered  .  .  .  Remaining  virgin 
growth  has  dwindled  even  more  drastically. 
Opportunities  to  set  aside  complete  watersheds 
still  untouched  no  longer  exist  except  in  terms 
of  a  few  small  subdrainages.  Concentrations  of 
virgin  growth  having  significant  park  value  are 
now  found  in  only  three  general  locations  .  .  , 
All  of  this  leads  to  the  most  basic  conclusions : 
there  is  an  urgent  need  now,  to  shore  up  and 
consolidate  the  preservation  position  in  the  ex- 
isting redwood  state  parks,  and  to  set  aside  ad- 
ditional acreage  of  virgin  growth.  This  is 
judged  to  be  in  the  national  interest,  in  fact 
essential,  if  continuing  attrition  and  encroach- 
ments are  to  be  offset,  and  if  opportunity  is  to 
be  provided  for  future  generations  in  increas- 
ing numbers  to  see  and  enjoy  these  magnificant 
forests  to  the  full  ...  To  add  bits  and  pieces 
here  and  there  will  not  do  the  job.  A  major 
addition  is  required  and,  one  preferably  which 
would  add  not  merely  size,  but  high  quality 
redwood  groves  and  forests  in  a  situation  where, 
so  far  as  possible,  they  can  be  preserved,  inter- 
preted, and  made  available  to  the  public  as  out- 
standing examples  in  an  outstanding  manner. 
Far  too  easily  the  natural  heritage  we  'preserve' 
may  end  up  as  a  watered-down  experience  seen 
hastily  and  superficially  from  a  fast-moving 
car  .  .  ."  '' 

"...  The  probable  economic  impact  of 
any  proposed  national  park  deserves  careful 
consideration  and  should  be  known  as  ac- 
curately as  possible.  It  is,  however,  not  the 
only  factor  and  not  necessarily  the  determin- 
ing one.  National  parks  are  not  established 
primarily  for  economic  reasons,  but,  in  the 
words  of  the  act  of  1916,  "to  conserve  the 
scenery  and  the  natural  and  historic  objects 
and  the  wildlife  therein  and  to  provide  for  the 
enjoyment  of  the  same  in  such  manner  and  by 
such  means  as  will  leave  them  unimpaired  for 
the  enjoyment  of  future  generations"  ...  It 
has  been  recognized  from  the  beginning  that  in 
order  to  qualify  for  establishment  as  a  national 
park  an  area  should  be  of  truly  national  signifi- 
cance and  should  constitute  an  outstanding 
example  of  scenery  or  other  features  that  war- 
rant preservation.  Areas  possessing  these  char- 
acteristics properly  deserve  consideration  for 
creation  as  national  parks,  with  due  recognition 
of  the  economic  and  other  factors  that  must  be 
taken  into  account  in  reaching  a  decision.  Local 


interests  cannot  be  ignored  but  may  at  times 
have  to  be  subordinated  to  the  national  inter- 
est ..  .  There  is  much  to  be  said  in  favor  of  a 
major  redwood  national  park.  The  government 
of  the  United  States  has  a  clearcut  responsi- 
bility, which  it  should  have  recognized  long 
ago,  to  participate  in  the  preservation  of  a  na- 
tional asset  of  incalculable  value  .  .  ."  ^■'' 

"...  The  reasons  for  having  a  Redwood 
National  Park  at  all  indicate  the  kind  of  park 
that  should  be  established.  The  case  for  a  park 
is  rooted  in  the  nature  of  the  national  park 
system  and  the  expectations  that  the  American 
people  have  concerning  it.  Our  national  park 
system  is  our  national  gallery  of  the  great  nat- 
ural phenomena  of  our  country.  The  American 
people  rightfully  expect  to  find  the  best  repre- 
sentations of  these  phenomena  in  the  system. 
The  people  know  that  it  is  worthwhile  to  come 
thousands  of  miles  to  see  what  is  in  a  national 
park.  They  want  the  system  to  be  as  complete 
as  possible.  It  is  clear  that  great  natural  phe- 
nomena should  have  the  best  possible  protec- 
tion. The  legal  protection  afforded  by  state 
parks  is  often  uncertain,  at  best.  In  California, 
highway  authorities  can  unilaterally  decide  to 
build  freeways  through  state  parks,  and  legisla- 
tures can  manipulate  boundaries  to  accom- 
modate commercial  pressures.  The  best  that  na- 
ture has  to  offer  should  have  the  full  force  of 
the  protection  of  federal  law. 

"It  is  beyond  dispute  that  the  coastal  red- 
woods of  California  are  among  the  most  im- 
pressive of  nature's  achievements.  Clearly  they 
are  the  kind  of  phenomena  that  the  national 
park  system  has  designed  to  display  and  pro- 
tect. As  the  world's  tallest  living  thing,  cer- 
tainly the  best  surviving  representation  of  the 
species  should  be  accorded  the  best  protection 
available:  that  of  a  national  park.  The  estab- 
lishment of  a  Redwoods  National  Park  will 
fill  a  major  niche  in  the  national  park  system: 
a  forest  of  the  world's  tallest  growing  species. 
Since  1911,  public  officials  have  recognized  that 
these  species  belong  in  the  system.  Three  his- 
torical federal  studies  (in  1920,  1937,  and 
1964)  have  recommended  inclusions.  But  Con- 
gress has  never  responded,  and  today  the  only 
redwoods  in  the  system  are  in  Muir  Wood  Na- 


"  "The  Redwoods,"  National  Park  Senice,  September  1964,  pp. 
36-38. 

1'  "Redwood  Parks  in  Humboldt  and  Del  Norte  Counties,  Cali- 
fornia," Samuel  T.  Dana  and  Kenneth  B.  Pomeroy,  American 
Forestry  Association,  April    1965,  pp.  65-67. 
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tional  Monument.  But  Muir  Woods  Monument 
is  obviously  unable  to  fill  the  vacant  niche. 
Although  it  includes  redwoods,  it  contains  only 
485  acres,  with  only  12  acres  of  flat  land  and 
trees  which  are  pigmies  compared  with  those 
here  on  the  north  coast.  The  redwood  unit  in 
the  national  park  system  must  be  a  forest 
which,  as  nearly  as  is  still  possible  today, 
shows  the  full  capacity  and  variety  of  the 
species.  For  national  parks  are  living  muse- 
ums. The  detail  of  a  complete  scientific  display 
should  be  present,  as  well  as  the  spectacular 
specimens.  Thus  an  adequate  Redwood  Na- 
tional Park  should  contain  not  only  the  tallest 
measured  trees,  but  also  the  varied  habitats 
characteristic  of  the  species:  slopes  as  well  as 
flats,  mixed  stands  as  well  as  pure  stands, 
stands  of  mixed  age  classes  as  well  as  even  age 
classes,  areas  of  high  elevation  as  well  as  low 
elevation,  inland  areas  as  well  as  coastal  areas, 
areas  of  light  fog  and  heavy  fog,  areas  with 
associated  flora  of  drier  types  and  wetter  types. 
areas  at  the  edge  of  the  range  as  well  as  at  the 
center.  A  park  with  this  variety  has  the  capac- 
ity to  adjust  to  the  changing  life  cycles  and 
circumstances  of  individual  trees  and  groves. 
It  will  keep  faith  with  those  who  come  thou- 
sands of  miles:  it  will  be  worth  seeing.  It  will 
keep  faith  also  with  other  nations  of  the  world 
who,  by  treaty,  expect  us  to  protect  adequate 
examples  of  important  natural  habitats.  And 
it  will  be  worth  a  major  national  invest- 
ment .  .  ."  >« 

Where  It  Should  Be  Located.  In  view  of 
the  strong  justification  for  creation  of  a  Red- 
woods National  Park,  and  the  growing  likeli- 
hood that  the  broad  base  of  support  it  has 
received  will  result  in  its  establishment  in  the 
near  future,  the  people  of  the  United  States 
are  entitled  to  the  best  possible  park  —  not  one 
adding  merely  size,  but  the  highest  possible 
quality  old  growth  forest,  "...  where,  so  far 
as  possible,  they  can  be  preserved,  interpreted, 
and  made  available  to  the  public  as  outstand- 
ing examples  in  an  outstanding  manner."  '' 

The  major  concomitant  consideration  in 
determining  the  best  possible  location  jor  the 
national  park  must  be,  oj  course,  its  impact  on 
the  local  economy  and  the  operations  oj  in- 
dividual companies.  It  seems  very  possible,  jor 
example,  jor  the  government  and  private  in- 
dustry to  work  out  a  cooperative  program  jor 
coordinated  jorest  management  in  certain  por- 


tions oj  upstream  drainages  which  will  enable 
continuing  commercial  operations  not  in  con- 
flict with  the  recreational  uses  oj  the  national 
park  itselj. 

As  the  result  oj  its  review  oj  the  various 
alternatives  which  have  been  proposed,  and 
bearing  in  mind  the  foregoing  considerations, 
it  is  the  jeeling  oj  the  committee  that  the  best 
possible  jederal  reserve — and  the  least  long 
range  disruption  oj  the  local  economy  and  pri- 
vate operations — would  result  from  creation 
of  a  national  park  in  the  Redwood  Creek- 
Prairie  Creek  drainages. 

The  conclusion  that  this  area  is  the  best 
remaining  opportunity   for  the  creation  of  a 

'"  California  Legislature,  Assembly  Committee  on  Natural  Resources, 
Planning  and  Public  Works,  transcript,  July  15,  1966,  state- 
ment of  Dr.  Edgar  Waybum,  vice  president,  Sierra  Club. 

'""The  Iledwoods,"  National  Park  Service,  September  1964,  pp. 
37-38. 
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national  park  was  made  by  the  National  Park 
Service  in  its  1964  study,  in  which  it  recom- 
mended three  possible  alternatives.  It  has  since 
been  supported  by  the  Sierra  Club  in  enlarged 
size,  and  has  been  introduced  into  the  Congress 
with  substantial  support  in  both  houses.  It  also 
has  the  overwhelming  support  of  conservation 
organizations  and  news  media  throughout  the 
state  and.  nation.  Subsequent  to  the  publication 
of  its  report,  the  federal  government  disre- 
garded its  own  recommendations  and  proposed 
a  national  park  in  the  Mill  Creek  area  of  Del 
Norte  County.  This  proposal  is  also  currently 
before  the  Congress. 

As  outlined  previously,  a  number  of  other 
proposals  have  been  advanced  for  recreational 
uses  of  the  redwoods,  but  with  the  exception  of 
the  Regional  Redwoods  Park  Plan,  no  other 


alternative  proposes  the  additional  acreage  of 
high-quality  old  growth  trees  in  an  ecological 
unit  deserving  of  national  park  status.  There- 
fore, the  final  choice  would  seem  to  be  between 
the  Mill  Creek  and  Redwood  Creek-Prairie 
Creek  areas,  and  although  the  committee  feels 
that  the  determination  of  the  specific  acreages 
necessary  and  desirable  for  both  recreational 
and  commercial  purposes  in  the  area  finally 
agreed  upon  as  a  park  site  is  the  proper  re- 
sponsibility of  the  federal  government  and 
landowner,  it  would  appear  that  the  fol- 
lowing points  should  receive  major  considera- 
tion in  the  final  decision. 

The  proposal  of  the  administration  envi- 
sions the  creation  of  a  national  park  by  the 
joining  of  Jedediah  Smith  and  Del  Norte  Coast 
Redwoods  State  Parks  with  a  corridor  of  old 
and  young  growth  redwoods  in  the  Mill  Creek 
drainage  area.  While  this  plan  would  create  a 
national  park  of  some  44,000  acres,  of  which 
some  18,400  acres  would  be  old  growth  —  in- 
cluding the  acquisition  of  7,800  acres  of  new 
virgin  trees  —  no  record  displays  are  included, 
and  as  cutting  proceeds  in  the  remaining  virgin 
watershed,  the  quality  of  the  proposed  acquisi- 
tion deteriorates  as  well  posing  an  increasing 
flood  threat  to  the  preserved  trees,  especially 
from  the  Smith  River.  In  addition,  the  ecologi- 
cal and  natural  features  are  relatively  limited 
in  scope,  and  the  geography  of  the  area  would 
tend  to  concentrate  visitors  in  groves  along  the 
highway  and  lower  Mill  Creek  instead  of  pro- 
viding an  opportunity  for  dispersal  throughout 
the  area.  A  final  consideration  is  the  admittedly 
severe  impact  on  the  local  economy  which 
would  be  produced  by  putting  a  major  lumber 
firm  out  of  business  in  an  area  in  which  it  is  the 
principal  employer.  Although  the  consequences 
have  been  thoroughly  studied  and  adequate 
provisions  appear  to  be  included  to  provide  for 
the  interim  tax  losses  and  unemployment,  the 
fact  remains  that  creation  of  the  park  would  be 
a  serious  blow  to  the  sparse  population  and 
limited  economy  of  an  area  less  able  to  absorb 
its  impact  than  other  areas  within  the  region. 

The  Redwood  Creek-Prairie  Creek  area, 
by  contrast,  provides  far  greater  opportunities 
for  the  creation  of  a  Redwoods  National  Park 
which  meets  fully  the  expectations  of  the  Amer- 
ican people,  and  the  economic  impact  of  which 
can  be  much  better  provided  for  and  absorbed. 
First  of  all,  it  provides  a  large  variety  of  op- 
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tions  for  both  the  preservation  and  continued 
commercial  utilization  of  various  portions  of 
the  watersheds.  The  National  Park  Service 
recommended  alternatives,  for  example,  rang- 
ing from  53,600  acres  total  ( 10,330  acre 
Prairie  Creek  Redwoods  State  Park  plus  22,- 
580  acres  of  old  growth  and  20,690  acres  of 
young  growth)  to  31,750  acres  total  (10,330 
acre  Prairie  Creek  Redwoods  State  Park  plus 
11,970  acres  of  old  growth  and  9,450  acres  of 
young  growth)  (See  Appendix,  page  48). 
The  Sierra  Club  proposal  extends  the  total  to 
some  90,000  acres,  and  includes  some  30,000 
acres  of  new  virgin  growth. 

Therefore,  it  is  clear  from  the  large  num- 
ber of  alternatives  which  have  been  advanced 
that  there  should  be  ample  opportunity  to  de- 
velop a  compromise  which  will  both  preserve 
adequate  old  growth  redwoods  and  also  permit 
commercial  operations  on  a  reduced  scale.  Be- 
cause of  the  virgin  or  relatively  well-managed 
state  of  much  of  the  watershed,  the  final  plan 
should  be  well  able  to  provide  protection  of 
downstream  areas  from  erosion  and  flooding. 
Second,  the  drainages  provide  the  largest  re- 
maining uncut  block  of  virgin  growth  not  pre- 
served, and  in  the  opinion  of  the  Park  Service 
certainly  the  most  significant  large  block  in 
terms  of  park  values.  Lower  Redwood  Creek, 
for  example,  is  essentially  uncut  from  ridge  to 
ridge,  and  presents  an  outstanding  redwood 
valley  picture,  much  still  unacessible  except  by 
foot.  Third,  the  area  provides  by  far  the  great- 
est variety  of  ecological  and  natural  features 
and  consequent  opportunities  for  the  varied 
recreational  experiences  to  be  expected  in  a  na- 
tional park.  It  contains,  for  example,  the  world's 
tallest  livings  things  in  the  superlative  redwoods 
growing  along  Redwood  Creek,  and  because  of 
the  primitive  character  of  much  of  the  forest, 
it  holds  the  most  likely  possibilities  for  the  dis- 
covery of  even  taller  record  trees;  the  world's 
best  example  of  redwood  slope-type  trees  and 
associated  species  up  to  an  elevation  of  2,000 
feet;  the  world's  largest  mountain  covered  with 
redwoods;  exceptional  views  of  Redwood  Creek 
VaJIey  from  BaJd  Hills  Road,  of  the  Gold 
Bluffs  and  Gold  Bluffs  Beach,  and  of  Elk 
Prairie;  18  miles  of  coastline  —  much  remain- 
ing in  a  wild  state;  22  miles  of  river  frontage 
along  Redwood  Creek  —  usable  for  float  trips 
during  part  of  the  year;   herds  of  wild  elk; 


Fern  Canyon;  waterfalls;  waterfowl  areas; 
Klamath  River  fishing;  and  Indian  artifact 
areas.  Fourth,  the  geography  and  varied  attrac- 
tions of  the  park  provide  ample  opportunities 
for  visitor  dispersal  throughout  the  area.  Fifth, 
while  the  extent  of  impact  on  commercial  op- 
erations is  subject  to  the  final  plan  for  a  park, 
it  can  be  much  better  absorbed .  within  the 
broader  economy  of  the  area,  especially  with 
the  provisions  for  mitigating  the  interim  tax 
loss  and  any  increased  unemployment  which 
would  be  included  in  the  enabling  legislation. 
Under  this  plan,  the  holdings  of  three  major 
companies  will  be  affected  to  a  greater  or  lesser 
extent,  but  could  result  in  the  possible  suspen- 
sion of  future  operations  by  only  one  of  them. 
Full  cash  compensation  will  of  course  be  paid 
for  the  lands  acquired,  and  therefore  neither 
the  company  or  its  stockholders  should  suffer 
actual  financial  losses.  On  the  assumption  that 
the  total  operation  of  only  one  company  is  ulti- 
mately affected,  one  estimate  is  that  a  total  of 
600  persons  would  be  directly  or  indirectly  dis- 
placed, which  would  amount  to  only  1.5  per- 
cent of  the  Humboldt  County  work  force  —  a 
percentage  well  within  the  normal  fluctuating 
unemployment  rate.  In  the  long  run,  however, 
there  seems  to  be  a  little  doubt  that  the 
economic  cost  in  terms  of  capital  investment 
and  temporary  unemployment  will  be  more 
than  offset  by  the  increase  in  economic  activity 
accompanying  the  national  park  visitation. 
Finally,  as  in  the  Mill  Creek  area,  there  is  an 
urgency  that  the  final  decision  be  made  as  soon 
as  possible.  It  is  not  economically  feasible  to 
restrict  indefinitely  the  logging  of  areas  under 
consideration,  and  the  more  they  are  logged  in 
the  absence  of  an  overall  plan  related  to  recrea- 
tional uses,  the  less  will  be  the  value  of  the 
park  ultimately  created. 

In  summary,  the  committee  feels  that 
the  best  location  for  a  Redwoods  National 
Park  is  in  the  Redwood  Creek-Prairie  Creek 
area;  that  efforts  should  be  made  to  achieve 
a  balance  in  cooperative  watershed  manage- 
ment and  public  acquisitions  which  will  max- 
imize both  the  recreational  and  commercial 
uses  of  the  area,  consistent,  however,  with 
the  purposes  of  a  national  park;  and  that 
appropriate  provisions  be  made  to  offset  the 
impact  of  the  establishment  of  a  park  on  the 
local  economy. 
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.  .  .  Concerning  the  North  Coast 
Redwoods  Master  Plan 

In  view  of  the  need  to  maximize  the  preser- 
vation and  utilization  of  existing  state  parks, 
the  committee  recommends  that  the  state 
should  proceed  as  rapidly  as  possible  to  acquire 
those  designated  old  growth  trees  previously 
indicated  as  necessary  to  round  out  and  protect 
existing  preserved  stands. 


.  .  .  Concerning  the  Redwoods  and 
the  Economy  of  the  North  Coast 

As  outlined  previously  in  considerable  de- 
tail, the  conflicting  data  —  and  interpretations 
of  data  —  make  impossible  conclusive  answers 
to  the  basic  questions  posed  initially  by  the 
committee  concerning  the  ecological,  commer- 
cial, and  recreational  future  of  the  coast  red- 
wood forest.  This  lack  of  answers  is  particu- 


41 


larly  disturbing  to  the  committee,  because 
although  the  redwood  lumber  industry  has 
dominated  the  economy  of  northwestern  Cali- 
fornia for  a  century,  the  fluctuating  character 
of  its  health  coupled  with  such  factors  as  the 
chronically  high  unemployment  rate,  the  slow 
population  and  economic  growth,  the  numerous 
gloomy  forecasts  of  future  decline  in  the  timber 
industry,  and  the  apparent  inability  of  other 
activities  such  as  fishing,  agriculture,  or  manu- 
facturing to  provide  alternative  growth  possi- 
bilities, indicates  that  serious  times  may  be 
ahead  for  the  entire  region  —  the  effects  of 
which  will  be  felt  throughout  California  —  un- 
less imaginative  and  effective  steps  are  taken 
soon  to  stimulate  regional  economic  growth. 

Therefore,  the  committee  recommends 
that  ( 1 )  a  comprehensive  assessment  be 
made  of  the  short  and  long  range  economic 
futm-e  of  the  entire  north  coast  region,  sup- 
ported by  statistics  and  other  information 
relative  to  the  ecological,  recreational,  and 
commercial  future  of  the  redwoods — and 
other  regional  resources — which  is  generally 
acceptable  to  all  affected  interests,  and  (2) 
a  regional  master  plan  be  formulated  for  the 
optimum,  balanced,  long-range  development 
of  the  entire  region. 

The  committee  feels  that  such  an  assess- 
ment and  regional  plan  should  be  prepared 
by  a  broadly  based  study  commission — desig- 
nated the  "California  North  Coast  Regional 
Study  Commission" — created  by  the  Legisla- 
ture, with  a  membership  representing  the 
spectrum  of  interested  public  and  private 
groups.  Adequate  financial  resources  should 
be  made  available  to  the  commission  to  re- 
tain expert  consultation  and  provide  for  data 
gathering  and  interpretation.  The  commis- 
sion should  submit  its  report,  regional  plan, 
and  recommendations  for  implementation  to 
the  1970  Legislature. 

The  commission  should  include,  but  is  not 
limited  to,  the  following  matters  in  its  study 
objectives : 
1.  The    short    and    long    range    contribution 

which  each   of  the   following  activities  — 
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given  optimum  specified  conditions  —  can 
make  to  the  regional  economy:  lumber  and 
wood  products,  recreation,  fishing,  agricul- 
ture, manufacturing,  and  food  processing: 

2 .  Other  activities  —  and  the  conditions  neces- 
sary for  their  stimulation — which  can  make 
a  significant  contribution  to  a  more  diversi- 
fied regional  economy; 

3.  The  degree  to  which  sustained  productivity 
of  redwoods  and  associated  commercial 
species  is  actually  being  achieved  on  a  re- 
gional and  major  landowner  basis,  and  the 
minimum  acreage  —  and  location  —  of  old 
growth  redwoods  considered  essential  to 
achieving  the  transition  from  an  old  to 
young  growth  economy  at  a  specified  level 
of  activity  and  product  output; 

4.  The  relationship  of  timber  and  land  taxation 
policies  to  the  lumber  and  wood  products  in- 
dustries, the  local  economy,  and  land  use: 

5.  The  impact  upon  —  and  most  effective  con- 
tribution which  can  be  made  to  —  regional 
resources  utilization  and  the  regional  econ- 
omy, by  the  following: 

a.  Redwoods  National  Park:  Mill  Creek 
proposal 

b.  Redwoods  National  Park:  various  Red- 
wood Creek-Prairie  Creek  proposals 

c.  Redwood  Park  and  Recreation  Plan 

d.  Redwood  Regional  Park  Plan 

e.  State  North  Coast  Redwood  Master  Plan 

f.  Pacific  Redwood  National  Park  and  Sea- 
shore Plan 

g.  National  Redwood  Park,  Recreation,  and 
Seashore  Plan 

h.  National  California  Coastal  Scenic  Red- 
wood Road  and  Trails  System 

i.  California  Fish  and  Wildlife  Plan 

j.  California  State-Federal  Interagency  Wa- 
ter Resources  Development  Plan  (State 
Department  of  Water  Resources,  U.S. 
Bureau  of  Reclamation,  U.S.  Army 
Corps  of  Engineers,  U.S.  Soil  Conserva- 
tion Service) 

k.  Other  major  public  works  and  resources 
development  plans 
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Witnesses  Appearing  Before  the 
Committee  or  Submitting  Statements 

Mr.  Hugo  Fisher,  Administrator  of  Resources,  State  of  California 

Mr.  Fred  L.  Jones,  Director,  California  Department  of  Parks  and  Recreation 
(State  North  Coast  Redwoods  Master  Plan) 

Mr.  Leo  J.  Diederich,  Assistant  to  the  Regional  Director,  U.S.  National  Park 
Service  (proposed  Redwoods  National  Park:  Mill  Creek) 

Mr.  J.  Michael  McCloskey,  Conservation  Director,  Sierra  Club  (proposed 
Redwoods  National  Park:  Redwood  Creek-Prairie  Creek) 

Mr.  Don  Cave,  Cochairman,  Redwood  Park  and  Recreation  Committee  ( Red- 
wood Park  and  Recreation  Plan) 

Mr.  Deane  B.  Mather,  Private  Forest  Land  Manager,  and  Dr.  Rudolf  W. 
Becking,  Forest  Research  Consultant  (Redwood  Regional  Park  Plan) 

Mr.  George  L.  Collins,  Vice  President,  Conservation  Associates  (Pacific  Red- 
wood National  Park  and  Seashore  Plan;  National  California  Coastal  Scenic 
Redwood  Road  and  Trails  System) 

Honorable  Don  H.  Clausen,  Congressman,  First  District,  California  (Na- 
tional Redwood  Park,  Recreation,  and  Seashore  Plan) 

Mr.  Philip  T.  Farnsworth,  Executive  Vice  President,  California  Redwood 
Association 

Dr.  Richard  A.  Siegel,  Chief,  Economic  Planning  Section,  California  State 
Office  of  Planning  ("The  North  Coast  Forest  Products  Industry  in  1975") 

Mr.  Francis  H.  Raymond,  California  State  Forester;  Chief,  State  Division 
of  Forestry;  Executive  Secretary,  State  Board  of  Forestry 

Dr.  H.  DeWayne  Kreager,  Consulting  Industrial  Economist,  Seattle,  Wash- 
ington ("Economic  Factors  Relating  to  Redwood  Park  Proposals:  an 
evaluation  of  the  impact  of  proposed  additions  to  California  redwood  parks 
on  the  economy  of  Humboldt  and  Del  Norte  Counties") 

Mr.  John  G.  Miles,  Consulting  Forester,  Eureka,  California  ("The  Effect  of 
Commercial  Operations  on  the  Future  of  the  Coast  Redwood  Forest"; 
"Outdoor  Recreation  and  Redwood  Parks") 

Mr.  Newton  B.  Drury,  Secretary,  Save-the-Redwoods  League 

Honorable  Randolph  Collier,  State  Senator,  Siskiyou  and  Del  Norte  Counties 

Honorable  Carl  L.  Christensen,  State  Senator,  Humboldt  County 

Mr.  Fred  Landenberger,  Secretary-Treasurer  and  Manager,  North  Coast 
Timber  Association 

Mr.  Gordon  P.  Robinson,  Consulting  Forester;  formerly  Forester,  Southern 
Pacific  Company 

Mr.  Charles  A.  Connaughton,  Regional  Forester,  U.S.  Forest  Service 

Mr.  John  Callaghan,  Secretary-Manager,  California  Forest  Protective  As- 
sociation 

Dr.  George  H.  Allen,  Fishery  Research  Consultant,  and  Dr.  Rudolf  W. 
Becking,  Forest  Research  Consultant  ("Some  Relationships  Between  Red- 
wood Parks  and  the  Humboldt  County  Economy") 

Mr.  Ray  Hunter,  Director  of  Natural  Resources,  California  Farm  Bureau 
Federation 


Honorable  John  Mayfield,  Jr.,  Member,  Board  of  Supervisors,  County  of 
Mendocino 

Mr.  Robert  N.  Colwell,  chairman,  Northern  California  Section,  Society  of 
American  Foresters 

Mr.  Darrell  H.  Schroeder,  Vice  President  and  General  Manager,  Miller  Red- 
wood Company  and  Rellim  Redwood  Company,  Crescent  City 

Mr.  Henry  K.  Trobitz,  Manager,  California  Timberlands  Division,  Simpson 
Timber  Company 

Mr.  Frank  N.  Blagen,  Resident  Manager,  and  Mr.  Alfred  H.  Merrill,  Chief 

Forester,  Georgia-Pacific  Corporation 
Mr.  Eugene  Hofsted,  Chief  Forester,  Areata  Redwood  Company 
Mr.  Larry  McCoUum,  Chief  Forester,  Pacific  Lumber  Company,  Scotia 
Mr.  Robert  Grundman,  Chief  Forester,  Union  Lumber  Company,  Fort  Bragg 
Mr.  D.  W.  Cooper,  Farm  Adviser,  Humboldt  Agricultural  Extension  Service, 
University  of  California  ("Coast  Redwood  and  Its  Ecology:  a  summary  of 
observations  and  studies  on  the  ecology  and  growth  of  the  coast  redwood") 
Dr.  Everett  Watkins,  chairman.  Redwood  National  Park  Committee,  Cali- 
fornia Wildlife  Federation 
Dr.  Kurt  Munchheimer,  Councilman,  City  of  Rio  Dell 
Mr.  Richard  F.  Denbo,  Manager,  Greater  Eureka  Chamber  of  Commerce 
Mrs.  Kay  ChaflFey,  Citizens  for  a  Redwood  National  Park 
Mrs.  James  S.  Hughes,  Secretary,  Federation  of  Western  Outdoor  Clubs 
Mrs.  Mary  Lou  Comstock,  Master,  Orick  Valley  Grange  No.  508 
Dr.  Edward  E.   Sturgeon,   Coordinator,   Forestry  Department,  Humboldt 
State  College;   Administrative-Technical  Representative,  Mclntire-Stennis 
Forest  Research  Program 

Additional  Sources  of  Information 

"The  Redwoods,"  September  1964,  A  Professional  Report  Prepared  by  the 
National  Park  Service,  United  States  Department  of  the  Interior 

"Redwood  Parks  in  Humboldt  and  Del  Norte  Counties,  California,"  April 
1965,  Dr.  Samuel  T.  Dana,  Dean  Emeritus,  School  of  Natural  Resources, 
University  of  Michigan,  and  Kenneth  B.  Pomeroy,  Chief  Forester,  Amer- 
ican Forestry  Association 
"The  Last  Redwoods,"  1963,  Philip  Hyde  and  Francois  Leydet,  Sierra  Club 

Exhibit  Format  Series 
"The  Vanishing  Redwoods,"  Audubon  Magazine,  November-December  1965 
"A  Redwood  National  Park  in  the  Making,"  Sunset  Magazine,  March  1966 
"The  Redwood  Pot  Begins  to  Boil,"  American  Forests,  January  1966 
"A  Redwood  National  Park,"  National  Parks  Magazine,  February  1965 
"The  Great  Redwoods  Controversy,"  Reader's  Digest,  December  1966 
"Economic  Development  Prospects  for  the  Commercial  Forest  Resources  and 
Forest    Products    Industries    of    California,"    October    1963,    John    A. 
Zivnuska,  Paul  Cox,  Adon  Poll,  and  David  Pesonen 
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1 

THE  REDWOOD  FOREST 

The  primeval  Coast  Redwood  Forest  (Sequoia  scmpcrvircns )  whid 
upon  the  arrival  of  the  first  Californians  originally  occupied  some  15 
to  2,000,000  acres — depending  upon  definition — of  the  central  and   r 
California  coast.  It  was  confined  to  a  narrow  band  generally  not  over 
wide  in  the  fog  belt  from  the  San  Luis  Obispo  County  line  north  for 
to  just  across  the  northern  California  border. 
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Jiriginal  primeval,  or  "old  growth,"  forest  there  remains  today  some 
Kite  300,000  acres — depending  upon  definition — of  which  approximately 
llcres  are  protected  within  a  number  of  separate  units  of  the  State  Park 

iBig  Trees"  {Sequoia  gigantca)  remaining  under  public  protection  are 
to  scattered  remnants  in  the  Sierra  Nevada  Mountains,  mostly  in  units 
ational  and  State  park  systems. 
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REMAINING  VIRGIN  GROWTH 
ORIGINAL  RANGE  OF  COAST  REDWOODS 
EXISTING  PROTECTED  REDWOOD  GROVES 


Alternative  Plan  Number  One— Alternative 
plan  number  one  totals  53,600  acres,  and 
consists  of  10,330  acre  Prairie  Creek  Red- 
woods State  Park  plus  an  additional  21,300 
acres  in  the  Redwood  Creek  drainage  (includ- 
ing 15,220  acres  of  virgin  growth  along 
Redwood  Creek  containing  the  world's  tallest 
trees,  and  8.5  miles  of  relatively  untouched 
Redwood  Creek),  14,280  acres  (including 
5,870  acres  of  virgin  growth)  in  the  Lost  Man 
Creek,  Little  Lost  Man  Creek,  and  May  Creek 
watersheds,  and  7,690  acres  (including  1 ,490 
acres  of  virgin  growth  and  13  miles  of  shore- 
line) in  the  Prairie  Creek  Watershed. 


Alternative  Plan  Number  Two— Alternative 
plan  number  two  totals  39,320  acres  and  is 
identical  to  Alternative  Plan  Number  One, 
with  the  exclusion  of  the  14,280  acres  in 
Lost  Man  Creek,  Little  Lost  Man  Creek,  and 
May  Creek  watersheds.  The  reduced  size  of 
this  alternative  would  require  a  distinct  sep- 
aration of  the  Redwood  Creek  and  Prairie 
Creek  portions  of  the  overall  park,  and  would 
remove  three  small  but  nearly  complete 
virgin  watersheds. 


Alternative  Plan  Number  Three— Alt  i 

plan  number  three  totals  31,750  ac 
is  identical  to  Alternative  Plan  Num 
with  the  reduction  of  the  major  nevi , 
acre  addition  in  the  Redwood  Creel! 
shed  to  some  10,480  acres  by  the  ej 
of  much  of  the  upper  drainage  ar ' 
reduction  would  materially  lessen  'ii 
logical  integrity  and  protection  from* 
of  the  smaller  watersheds  and  the  tJ 
unit,  but  would  retain  much  of  the  o  i 
ing  valley  setting  of  uncut  redwoo  f 
ridge  to  ridge  in  Redwood  Creek. 
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48-B 


48-C 


Redwoods  National  Park  -  Proposed  National  Park  Service  Alternatives 

The  September  1964  study  of  the  National  Park  Service  strongly  recommended  the  creation  of  a 
Redwoods  National  Park,  and  proposed  three  alternatives — all  within  the  Redwood  Creek-Prairie 
Creek  area — as  representing. the  best  remaining  opportunity  for  meeting  fully  the  comprehensive 
criteria  for  recreational  opportunities  within  a  national  park.  These  three  alternatives  total  53,600, 
39,320,  and  31,750  acres  respectively,  and  each  would  add  a  major  unit  of  uncut  old  growth  trees. 
Each  alternative  would  include  Prairie  Creek  Redwoods  State  Park. 


)*Wftita  Pfoposil-Iho  piopowl  ol 
w  iiMitt  Bovorfliiiont  would  cronlo  n 
ymi  Ht\\m\  Patk  ot  lomo  -14,000 
J'Hb)  linMni:  Icdcdinh  Smith  nnd  Dot 
wltCjiii  RtAvoofli  SItilP  P.irh  (lolnllni! 
wl»,MO(ct(i)«,|hiin.  ncqiiMtlunol 
™«  »,000  (cfoj  (IncludiiiK  some  7,800 
,2' .  "'!'  "''8'"  'oiJwoodi)  nlodR  Iho 
WW  |^(  Mill  Ctork  WjloribDd,  In  addi 
?*  "  proMioi  tt,(,  Btqulilllon  of  Iho 

i»if  u  '''"  ^'«'"  ""!'  on  Bedv-ood 
'"'t  l™  Humlflldi  Coimly, 


Sltrti  Club  PtoBO»»l-nio  Sietia  Club  P'o 
-  tO.OOO  ace  Redwoods  NotlonnI 


PnrV 

In  till' 
ol  ' 


.iMtlon  ot  ...  , 
ii  virgin  rodwoud'i 
.ni'Cfoek  drainage 
'■  propo«l  lep'c 
hi'  loieosi  (b3,600 
:omnicr(d»tioni     ' 


vont^  .J"  '''11 

OCrcvl   ol    till'   oriKiiMi   i.'t'jm.Mvi.u—"".   V. 

thB  Nallonnl  Parli  Service  to  Include  mim 
mum  wfllonhod  piolocHon  ond  vBdoW  ol 
rectoillonfll  opporlunlllei  In  Ihc  Re<t«ood 
Crook  Pinlilo  Crook  otee 


suit  North  Coiit  Radwoods  Muter  PItn— 

The  l%b  Stole  Mjit*r  Plan  Idenljded  some 
80,000  Bcrei  ol  land  in  Del  Narle  and  Kun:i- 
boldt  Countlct  which  Influenced  directly  the 

ffoloclion,  development,  and  display  ol  the 
our  major  redwood;  itate  parks-  Jededijh 
Smith.  Del  Norlo  Coast.  Prairie  Creek,  and 
Humtwldt  Redwoodt  State  Parkt  It  recom- 
mended (he  long  term  acQkiisilion  ot  4S,000 
acios  IG,S0O  sees  of  old  growlh  and  3S,^00 
saes  ol  young  growlM  of  redwoods  m  cru- 
cial treav  and  the  immediate  acquisition  ot 
16.000  acres  (1.600  acres  of  otd  growth 
and  H,400  acres  of  young  growth)  ol  red- 
waodi  for  the  minimum  consolldalicn  and 
protection  ot  eiltting  parks 


American  Foretlry  Atsocialion— The  Amen 
can  Forestry  Association  supported  Ihe  es- 
lablishment  of  a  Redwoods  National  Park. 
and  recommended  thai  >l  be  created  by  the 
Iraniler  ot  Humboldt  fledwoods  Slate  Park 
m  Humboldt  County  lo  the  Federal  govern- 
ment. 


Redwood  Regional  Park  Plan— The  Redwood 
Regional  Park  Plan,  advanced  by  Professor 
Rudolf  eeckire  of  Humboldt  Slate  College 
and  forest  land  manager  Dean  Mather,  is  the 
most  ambitious  of  all  the  pioposals  advanced 
to  date.  It  envisions  a  comprehensive  re- 
gional approach  to  the  recfeational  uses  ol 
the  redwoods,  and  proposes  the  creation  of 
a  210,000  acre  recreational  area  m  Humboldt 
County,  including  a  northern  62.000  acre 
Klamath  Wild  Area,  a  central  73,900  acre 
Redwood  Creek  tJational  Park,  and  a  75,000 
acre  Southern  Recreation  Ares 


Pacific  Redwood  National  Park  and  Seashore 
This  proposal  by  Conservation  Associates 
suggests  Ihe  creation  ol  a  159,000  acre 
national  park,  including  en  enlarged  56,000 
acre  Humboldt  Redwoods  Stale  Park,  64,000 
acres  in  Ihe  adioining  Mattole  Valley  and 
Kings  Range,  7,500  acres  in  Piairie  Creek 
Redwoods  Slate  Park,  and  8.000  acres  at  Del 
Norte  Coast  and  Jedediah  Smith  Redwoods 
Slate  Parks. 


National  Redwood  Park.  Recreation,  and  Sea 
shore  Plan— This  proposal  by  Congressman 
Clausen  of  California  includes  a  46  mile 
redwood  seashore,  Ihe  transfer  of  Jedediah 
Smilh.  Del  Norle  Coasl.  and  Praine  Creek 
Redwoods  Slate  Parks  lo  the  federal  gov 
emment,  the  acquisition  of  Ihe  Tall  Trees 
Unit  on  Redwood  Creek.  Ihe  transler  ol  Ihe 
King  Range  to  the  Stale,  and  the  compte 
fion  ol  acquisition  in  Poinl  Reyes  National 
Park  in  Mann  County 


Redwood  Park  and  Recrealion  Plan— The 
proposal  ol  the  industry  supported  Redwood 
Park  and  Recrealion  Committee  envisioned 
the  acquisition  by  Ihe  State  of  certain  key 
old  growth  redwoods  to  round  out  etistmg 
state  parks,  and  the  opening  up  ot  some 
364.000  acres  ol  largely  cut-over  land  for 
public  recreation  II  opposes  the  creation  of 
a  Redwoods  Nalional  Park. 
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New  Horizons  in  California  Water  Development 


he  rivers  run  into  the  sea; 

yet  the  sea  is  not  full; 

the  place  from  whence  the  rivers  come, 

thither  they  return  again. 

Ecclesiastes  1:7 


Earth  and  water,  if  not  too  blatantly  abused,  can  be  made  to  produce  again  and  again  for  the  benefit  of 
all  mankind.  The  key  is  wise  stewardship  .  .  .  Today  we  view  both  earth  and  water  as  "renewable" 
resources.  Given  thought  and  consideration  and  care,  they  can  be  made  to  serve  man  indefinitely — at 
least  unless  man  by  sheer  weight  of  numbers  overruns  the  boundaries  of  even  that  flexible  term — 
renewable. 

U.  S.  Department  of  the  Interior 


Introduction 


In  previous  years  this  Committee  has  reported  on  Sea  Water  Conversion,^  and  Water  Quality.^ 
During  the  current  interim  the  Committee  has  continued  its  studies  in  these  areas  and  added  another 
important  one,  waste  water  reclamation.  These  three  closely  related  fields — waste  water  reclamation, 
sea  water  conversion  and  water  quality  control — constitute  important  "new  horizons  in  California  water 
development." 


^  See  the  following  Assembly  Interim  Committee  Reports:  Report  of  Suhcommittee  on  Water  Project  Uses  for 
Atoniic  Power,  Vol.  13,  No.  16  (1955-57)  ;  Power  for  Water,  Vol.  13,  No.  27  (1957-59)  ;  Report  of  Suhcommittee 
on  Saline  Conversion  and  Nuclear  Energy,  Vol.  26,  No.  3  (1959-61)  ;  Saline  Conversion  and  Nuclear  Energy,  Vol. 
26,  No.  7  (1961-63)  ;  Saline  Conversion  and  Nuclear  Energy,  Vol.  26,  No.  12  (1963-65).  For  convenience,  in  this 
Report  the  term  "Sea  Water  Conversion"  is  used  interchangeably  with  "Saline  Conversion."  As  used  in  the  report 
the  term  includes  sea  water  (35,000  ppm  salt)  and  other  saline  and  "brackish  waters"  (down  to  about  1800  ppm 
salt). 

^  See  the  following  Assembly  Interim  Committee  Report:  Reports  of  Subcommittee  on  Water  Pollution,  Vol.  26, 
No.  11  (1963-65). 
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Each  represents  an  important  means  of  making  the  most  of  existing  water  supplies  available  in  our  State. 

Before  beginning  a  discussion  of  each  of  these  important  concepts  in  detail,  including  recommended 
legislation,  it  is  appropriate  that  the  Committee  briefly  place  in  perspective  California's  need  for  maxi- 
mum utilization  of  existing  water  supplies.  A  recent  article  in  a  national  magazine  summarized  the  extent 
to  which  water  is  available  to  us  and  described  how,  because  of  nature's  hydrologic  cycle,  our  Nation's  i 
available  water  supply  remains  constant  in  quantity  in  spite  of  advances  in  water  science  and  technology. 

Man's  current  concern  over  water  reflects  a  serious,  worldwide  shortage  in  the  midst  of  plenty. 
For  while  it  is  a  fact  of  nature  that  water  swamps  nearly  three-fourths  of  the  earth's  surface,  it 
is  also  an  ironic  truth  that  it  cannot  always  be  found  where  it  is  needed,  when  it  is  needed,  in  the 
amounts  that  are  required.  Of  the  326,071,000  cubic  miles  of  water  on  earth,  97.2%  is  in  the 
oceans,  unfit  to  drink,  too  salty  for  irrigation.  Another  2%  lies  frozen  and  useless  in  glaciers  and 
icecaps.  The  tiny  useable  fraction  is  neither  evenly  distributed  nor  properly  used.  .  . 

The  earth  has  exactly  as  much  water  now  as  it  ever  had:  No  less,  but  no  more.  Unlike  any  other 
resource,  the  326  million  cubic  miles  of  water  are  not  used  up.  In  nature's  familiar,  never-ending 
cycle,  water  falls  to  earth  as  precipitation,  seeps  underground,  flows  into  lakes  and  streams  and 
rushes  toward  the  oceans.  Sooner  or  later  it  evaporates  back  through  the  air  or  is  given  up  by 
plants  in  the  process  of  transpiration.  In  time  the  water  returns  to  the  earth  again  in  the  form  of 
rain  and  snow.'' 

In  1964,  the  17  Western  States  had  a  population  of  49  million,  more  than  a  third  of  whom  were  in 
CaUfornia.  In  1980,  the  population  of  these  states  will  leap  to  70  million;   by  the  year  2000  it  willl 
more  than  double,  reaching  108  million.  During  this  time,  the  need  for  water  in  this  area  will  increase^ 
from  218  billion  gallons  per  day  to  365  billion  gallons  per  day.  ! 

A  few  statistics  on  the  average  use  of  water  for  various  purposes  will  point  out  the  magnitude  of 
water  use  in  California  and  the  rest  of  the  Nation  today.  Merely  flushing  a  toilet  requires  3  gallons 
of  water  while  a  tub  bath  utilizes  up  to  30  to  40  gallons  and  a  shower  from  20  to  30  gallons.  To  wash 
the  family  dishes  requires  almost  10  gallons  of  water  and  one  load  in  a  washing  machine  requires  from 
20  to  30  gallons.^  ,  h 

Similarly,  statistics  on  industrial  use  of  water  point  up  the  magnitude  of  the  nation's  water  needs. 
Ninety  percent  of  the  125  billions  of  gallons  a  day  used  by  industry  is  for  cooling.  It  requires  25 
gallons  of  water  to  make  a  gallon  of  beer.  Steel  mills  can  require  up  to  75,000  gallons  to  make  one  ton 
of  steel,  while  paper  mills  utilize  188,000  gallons  of  water  per  ton  of  newsprint.  A  petroleum  cracking 
plant  may  take  up  to  10  tons  of  water  to  turn  out  a  gallon  of  gas,  while  processing  of  a  ton  of  aluminum 
requires  5,000  gallons  of  water. 

The  impact  of  our  burgeoning  population  as  re- 
flected in  rapidly  increasing  water  requirements  has 
been  recognized  consistently  by  California  State  Gov- 
ernment and  the  people  of  California.  In  1960,  the 
State  approved  the  largest  bond  issue  in  the  history 
of  any  State  to  transport  annually  more  than  4  mil- 
lion acre  feet  of  surplus  Northern  California  water 
to  Central  and  Southern  California  to  supplement 
existing  local  and  imported  water  supplies.  In  ad- 
dition, for  more  than  a  half  century,  local  and  re- 
gional districts  and  municipalities  have  gone  hun- 
dreds of  miles  to  distant  sources  to  provide  the 
water  supplies  upon  which  the  great  metropolitan 
areas  of  our  State  have  developed  and  flourished.^ 

'  Time,  October  11,  lOCj,  pane  58. 

'  liUna  1?.  Leopold  and  Walter  I?.  lieiiKbeiii,  .1  Primer  on 

Water,    I'nited   States   Department   of   the  Interior  Geo- 

\»Kira\  Survey,  Washington,  D.C,  19G0. 

'■  Kor  an  excellent  discussion  of  these  efforts  see  Michael 

K.  Hrewer  and  Stephen  C.  Smith,  California's  Man-Made 

Rivers,    ITniversit.v    of    California,    Berkeley,    California, 

1901. 


However,  the  experts  who  have  testified  before  this 
Committee  have  made  it  clear  that  export  projects 
and  major  water  development  projects,  while  es- 
sential, should  not  be  expected  to  handle  California's 
water  problems  alone.  Our  State  presents  a  panoply 
of  water  solutions.  The  importance  of  accelerating 
all  forms  of  water  development  to  meet  California's 
needs  was  recognized  recently  in  one  of  the  Nation's 
leading  magazines: 

"However  California  works  out  its  water  problems, 
the  rest  of  the  U.  S.  will  be  watching  with  interest. 
For  in  that  one  state,  the  problems  of  the  entire 
country,  to  say  nothing  of  the  rest  of  the  world,  are 
mirrored  in  microcosim.  From  the  dry  south  to  the 
rainy  north,  Calif ornians  must  continually  cope  with 
drought  and  flood,  poor  drainage  and  sporadic  runoff 
of  mountain  streams,  diminishing  ground  water  and 
seepage  from  the  sea,  pollution  and  landslides  at  dam  sites.  The  northernmost  one-third  of  the  state 
contains  70%  of  the  water,  while  77'/  of  the  water  need  is  in  the  southern  two-thirds  ...  the  southern 
cities  and  farms  must  import  more  than  5,000,000  acre  feet  of  water  each  year  from  the  Colorado  River. 
Faced  with  such  diverse  and  disparate  conditions,  California  has  learned  the  necessity  of  looking  ahead, 
is  now  preparing  for  its  water  years  in  the  year  2020 — when  it  is  estimated  that  half  of  the  projected 
population  of  57  million  will  live  in  the  dry  south.'"' 

In  answering  the  question,  "Has  the  United  States  enough  water?",  the  United  States  Geological 
Survey  sets  forth  the  challenge  facing  California  today: 

"Prudence  requires  that  the  nation  learn  to  manage  its  water  supplies  boldly,  and  imaginatively 

I         and  with  utmost  efficiency.  Time  in  which  to  develop  such  confidence  is  all  too  short  .    .  .  The 

I         United  States  can  be  assured  of  sufficient  water  of  acceptable  quality  for  essential  needs  within 

the  early  foreseeable  future,  provided  that  it  1 )  informs  itself,  much  more  searchingly  than  it  has 

thus  far,  in  preparation  for  the  decisions  that  can  lead  to  prudent  and  rational  management  of 

all  its  natural  water  supplies;  2)  is  not  deluded  into  expecting  a  simple  panacea  for  water  supply 

i         stringencies  that  are  emerging;   3)   finds  courage  for  compromise  among  potentially  competitive 

uses  for  water;   and  4)  accepts  and  can  absorb  a  considerable  cost  for  new  water  management 

works,  of  which  a  substantial  part  will  need  be  bold  in  scale  and  novel  in  purpose." ' 

:  It  is  with  a  recognition  of  this  challenge  that  the  Committee  presents  in  this  report  its  views  on  three 
major  problem  areas  of  water  management,  each  of  which  represents  another  step  in  the  continuing 
process  of  developing  greater  water  supplies  from  available  resources — sea  water  conversion,  tapping 
the  immense  quantities  of  sea  waters  available  to  California  utilizing  nuclear  energy  as  a  power  source; 
waste  water  reclamation,  the  renovation  and  reuse  of  potentially  significant  quantities  of  sewage  and 
industrial  waste  which  is  available  throughout  the  State;  and  water  quality  control,  the  protection  of 
all  the  waters  of  the  State  for  beneficial  use  by  prompt  and  efficient  regulation  of  discharges  of  sewage 
and  industrial  waste. 

For  the  purposes  of  its  study  of  Waste  Water  Reclamation  and  Sea  Water  Conversion  and  nuclear 
energy,  Chairman  Porter  appointed  a  Subcommittee  consisting  of  Mr.  Porter,  Chairman,  and  Assembly- 
men Ashcraft,  Chappie,  Dannemeyer,  Flournoy,  Henson,  Ray  Johnson  and  Williamson,  members. 
The  Subcommittee  held  meetings  as  follows. 


December  6,  1965 
December  8,  1965 
January  13,   1966 

September  29,   1966 


San  Diego  Waste  Water  Reclamation  and  Reuse 

Santee  Field  Trip 

Los  Angeles  Sea  Water  Conversion  and  Nuclear 

Energy 
Fresno  Executive  Session 

"  Time.  October  11,  IttCj,  iiaj,'e  CD. 

"A.  M.  Piper.  Hii.i  the  United  States  Enough  Waterf, 
I'.S.  (Jeoldfjiciil  Surve.v,  Water  Suppl.v  I'aper  1797,  U.S. 
(!i)veriiment  I'riiitiiif;  Office,  Washington,  D.C.,  pages  1 
aiul  21i.  (onipliasis  added) 
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Testimony  was  received  from  a  wide  range  of  public  and  private  agencies  involved  in  sea  water  con- 
version and  waste  water  reclamation.  Mr.  Frank  C.  Diluzio,  head  of  the  U.  S.  Office  of  Saline  Water, 
testified  before  the  Committee  on  federal  developments  at  its  Los  Angeles  meeting  in  January,  1966. 

Chairman  Porter  assigned  the  subject  of  Water  Quality  Control  to  the  full  Committee.  Hearings  were 
held  throughout  the  State  on  this  subject  as  follows: 


October  26-2  7,   1965 

July  21,   1966 
July  22,  1966 

November  16,  1966 

November  17,  1966 

December  13,  1966 


Sacramento 

Bijou 
Bijou 

San  Francisco 

San  Francisco 

San  Diego 


Proposals  to  reorganize  State  Water 
Quality  Control  Board  (Hoover 
Commission  Recommendation) 

Lake  Tahoe  pollution 

Proposed  changes  in  State  Water  Qual- 
ity Control  Law 

Proposed  changes  in  State  Water  Qual- 
ity Control  Law 

Staff  Proposal — "A  Water  Resources 
Control  Board  for  California" 

Executive  Session 


The  Committee  wishes  to  express  its  appreciation  to  the  Committee  Staff,  the  Office  of  the  Legislative 
Analyst  and  the  Legislative  Counsel,  for  their  assistance. 


10 


RECLAMATION  PLANT 


New  Horizons  in  California  Water  Development 


er  reuse  can  be  very  important.  We  will  be  conserving  water 
h  would  otherwise  be  lost.  We  will  be  minimizing  the  need  for 
and  extraordinarily  costly  new  water  importation  plans  .  .  . 
te  water  purification  is  not  only  a  source  of  usable  water  but 
a  major  step  in  the  control  of  water  pollution. 

Donald  Hornig,  White  House  Science  Advisor 


I  Waste  Water  Reclamation 

The  Problem 

The  Introduction  to  this  Report  has  indicated  the  need  for  careful  management  and  control  of  existing 
water  supplies  in  order  to  meet  the  explosive  population  growth  of  California  and  the  West.  This 
section  of  the  Report  will  discuss  the  reclamation  of  waters  from  sewage  and  industrial  wastes  for 
beneficial  use.  Since  our  population,  our  industry  and  our  agriculture  are  expanding  while  our  basic 
water  supply  remains  constant,  it  is  uniformly  agreed  that  we  must  reuse  at  least  part  of  our  water 
supplies  before  they  finally  reach  the  sea.  In  the  words  of  one  observer,  "We  will  have  to  accept  the 
fact  that  much  of  the  water  we  drink,  launder  our  clothes  in,  wash  our  dishes  in,  or  swim  in  has  gone 
through  other  homes  and  factories  before  reaching  our  water  systems."  ^ 

Although  planned  reuse  on  a  large  scale  is  relatively  new,  water  reuse,  in  fact,  has  been  common  in 
the  United  States  for  years.  For  example,  the  waters  of  a  large  industrial  river,  such  as  the  Ohio,  are 
reused  perhaps  a  dozen  times  before  it  reaches  its  rendevous  with  the  Mississippi.  Our  own  Sacramento 
River,  on  a  smaller  scale,  is  analogous  to  the  Mississippi,  the  Ohio,  the  Missouri  and  other  great  rivers 
of  the  United  States  in  which  the  cycle  of  use,  discharge  into  the  stream,  and  reuse  by  downstream 
users  is  commonplace. 

In  the  words  of  one  writer,  the  question  "Who  would  want  to  drink  reclaimed  sewage  water?"  is  a 
foolish  question  since  millions  of  people  have  been  doing  so  to  some  degree  for  years."  It  has  become 
increasingly  clear  to  this  Committee  in  its  investigation  that  more  sophisticated  reuse  of  water  must 
be  undertaken  in  California  if  we  are  to  truly  maximize  our  existing  water  resources.  As  the  Director 
of  Water  Resources  has  indicated: 

Efficient  use  of  the  State's  available  water  resources  must  include  reclamation  and  reuse  of  waste 
waters.  Effluents  from  municipal  waste  treatment  plants  already  serve  as  supplemental  water  sup- 
plies in  some  water-deficient  areas  of  the  State.  These  supplies  are  used  for  irrigation  of  certain 
crops  as  well  as  for  public  parks  and  golf  courses;  for  development  of  recreational  lakes;  and  for 
replenishment  of  ground  water  basins  .  .  . 

I  think  that  the  time  has  come  in  the  field  of  water  resources  development  to  think  in  terms  of 
comprehensive  systems  of  water  management,  systems  in  which  reclaimed  water  can  have  an 
important  role.  We  are  already  beyond  the  simple  concept  of  projects  which  carry  water  from  a 
single  source  to  a  single  point  of  distribution.  The  need  is  developing  for  much  more  sophisticated 
projects  by  means  of  which  water  from  different  surface  and  ground  water  sources  can  be  blended 
with  desalinized  water  or  with  reclaimed  water  at  various  points  within  the  system  to  produce 
economically  water  of  predetermined  desirable  quality  .  .  . 

...  I  am  certain  you  can  recognize  our  firm  belief  that  reclamation  and  reuse  of  waste  water 
must  be  considered  as  an  integral  part  of  any  plan  or  system  devised  to  meet  the  demands  for 
water  in  the  various  parts  of  California.' 

'  Donald    Carr,   "Death    of   the    Sweet    Water,"    Ailaniic, 

May,  1066,  page  93. 

-  .John    Bird,    "Our    Dviiif;    Water.'^,"    ^Saturday    Eveniny 

Post,  April  23,  1966,  page  100. 

"  Transcript,  Hearing,  December  6,  1965,  pages  3—1. 
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The  Department  of  Water  Resources  prepared  for  the  Committee  a  comprehensive  list  of  all  known 
and  potential  waste  water  reclamation  activities  in  California.^  This  information  indicated  that  waste 
water  reclamation,  in  one  form  or  another,  is  appropriate  in  every  area  of  California,  from  the  moun- 
tains of  the  North  to  the  deserts  of  the  South.  j 

The  principal  direct  use  to  be  made  of  reclaimed  waters  initially  would  appear  to  be  irrigation.  The  i 
second  most  important  use,  in  view  of  the  outstanding  experiences  at  several  projects  already  developed 
in  California,  is  for  recreation.  Probably  no  area  in  the  Nation  has  as  great  a  need  for  additional 
water  based  recreation  as  California,  and  particularly  Southern  California,  where  the  State's  greatest 
population  growth  has  occurred.''  Reclamation  of  water  from  waste  is  recognized  as  part  of  the  Cali- 
fornia Water  Plan  and  should  be  actively  planned  for  and  developed  where  economically  feasible  by 
local  water  distributing  agencies. 

California  Experience 

The  experience  of  California  to  date  in  several  waste  water  reclamation  projects  has  set  the  standard 
for  the  rest  of  the  Nation  to  follow. 

Although  sea  water  conversion  requires  the  presence  nearby  of  the  ocean,  every  community  in  the 
State  has  sewage  and  industrial  wastes,  many  of  which  are  physically  capable  of  reclamation.  Thus 
the  potential  use  of  waste  water  reclamation  is  widespread. 


Santee  County  Water  District 

The  Santee  County  Water  District  serves  the  community  of  Santee  in  suburban  San  Diego  and  pro- 
vides sewage  service  and  water  service  to  the  community.  In  1959,  the  District,  in  the  words  of  its 
Manager,  "undertook  a  pioneering  project  under  which  the  District  proposed  to  put  together  a  series 
of  treatment  techniques  which  we  believe  would  return  the  water  to  a  level  of  quality  which  could  be 
safely  reused".  Thus,  the  District  would  solve  its  waste  disposal  problem  and  at  the  same  time  use  the 
same  dollars  to  turn  a  former  liability  into  an  asset — useful  water."  In  view  of  the  concern  of  public 
health  agencies  and  others  over  such  a  radical  departure  of  waste  water  reclamation  from  existing 
activities,  the  District  embarked  upon  a  program  to  make  their  project  a  study  and  research  program 
to  answer  many  critical  questions  of  waste  water  reclamation.  Each  step  of  the  way  the  project  met 
technical  standards  imposed  by  federal,  state  and  local  health  officials  and  the  Regional  Water  Quality 
Control  Board.  It  has  the  enthusiastic  support  of  the  U.  S.  Public  Health  Service. 


'  See  Appendix  to  Transcript,  op.  cit.  for  conipleto  data. 
'•  I'"or  discu.ssion  of  recreation  deficiencies  in  Southern 
California  see  Statement  of  Department  of  Parlss  and 
Recreation  to  Senate  Fact  Flndiiif;  Committee  on  Water 
Resources,  September  22,  19GG. 
"  Tran.'Jcript,  op.  cit..  pages  70-71. 
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The  District  developed  a  series  of  small  lakes  filled  with  effluent  first  treated  by  the  primary  and  sec- 
ondary stage  treatment  plant  and  percolated  underground  for  a  short  distance.  In  1961,  the  District 
opened  one  of  the  lakes  for  limited  recreational  use  without  body  contact.  Later,  approval  of  picnicking 
and  boating  and  a  "fish-for-fun"  program  were  instituted.  In  June,  1964,  fishermen  utilizing  the  recre- 
ation lake  were  permitted  to  keep  their  catches  for  the  first  time.  Finally,  in  June,  1965,  a  controlled 
swimming  program  began  in  water  which  a  few  weeks  before  had  been  municipal  waste. 

The  response  to  the  project  was  unprecedented.  As  explained  by  the  Manager  of  the  District  "many 
of  the  children  and  adults  who  swam  last  summer  waited  as  long  as  three  hours  to  get  admission  to 
the  pool.  In  addition  to  the  limited  number  who  could  participate  in  the  swimming  program,  approxi- 
mately 75,000  persons  enjoyed  the  recreational  opportunities  afforded  by  the  park  complex  during 
the  one  year  period  from  October,  1964,  to  October,  1965." 

The  District  Manager  went  on  to  summarize  the  accomplishments  of  the  project. 

The  Santee  Waste  Water  Reclamation  Program  is  meeting  the  waste  disposal  needs  of  the  Santee 
Community.  It  has  turned  an  unsightly  and  useless  gravel  pit  into  a  beautiful  and  valuable  recre- 
ation area.  It  has  made  possible  the  establishment  of  a  beautiful  golf  course  which  could  not  exist 
in  our  community  if  it  were  not  for  the  availability  of  the  reclaimed  water.  All  of  this  has  been 
accomplished  for  approximately  the  same  cost  that  the  community  would  have  incurred  had  the 
community  elected  to  dispose  of  its  waste  water  into  the  ocean  about  20  miles  away." 

According  to  the  District,  the  current  research  program  has  achieved  its  objectives  and  is  now  virtually 
complete.  In  addition  to  development  of  the  initial  project  in  1965,  the  voters  of  the  District,  by  a 
majority  of  &0% ,  approved  a  $2.3  million  general  obligation  bond  issue  to  modify  and  expand  the 
project  to  a  capacity  of  four  million  gallons  per  day.  Also  authorized  was  the  construction  of  a  separate 
distribution  system  to  enable  the  District  to  deliver  reclaimed  water  to  volume  consumers  for  resale. 
The  District  points  with  pride  to  the  fact  that  the  availability  of  reclaimed  water  will  also  facilitate 
implementation  of  the  expansion  of  the  greenbelt  concept  for  the  community  of  Santee  by  making 
irrigation  water  available  to  maintain  parks  and  open  space  areas. 

The  experience  of  the  Santee  District  has  been  recognized  in  dozens  of  national  magazines  and  scien- 
tific journals  as  one  of  the  outstanding  accomplishments  to  date  in  waste  water  reclamation. 
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Swimming  in  Reclaimed  Waste  Water 
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Transcript,  op.  cH.  page  72. 
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Los  Angeles  County  Sanitation  Districts 

The  Los  Angeles  County  Sanitation  Districts  have  also  pioneered  the  field  of  waste  water  reclamation. 
As  early  as  1949,  the  Districts  joined  with  the  county  engineer  and  the  Los  Angeles  County  Flood 
Control  District  in  a  report  which  advocated  the  use  of  several  existing  sewage  treatment  plants  as 
waste  water  reclamation  facilities.  The  sanitation  districts  sewerage  system  serves  more  than  3^  million 
people  in  70  incorporated  cities  and  a  large  unincorporated  area  of  Los  Angeles  County. 
Following  a  report  released  in  1958  four  separate  agencies  of  government  entered  into  a  joint  exercise 
of  powers  agreement  for  the  construction  and  operation  of  the  Whittier  Narrows  Water  Reclamation 
plant,  with  a  capacity  of  12  million  gallons  per  day.  The  project  is  a  fine  example  of  local  interagency; 
cooperation.  The  project  was  financed  by  an  advance  from  the  County  of  Los  Angeles  of  $1.7  million,  i 
Design  and  construction  responsibility  was  assumed  by  the  Sanitation  Districts.  The  reclaimed  water 
is  delivered  to  the  County  Flood  Control  District  which  is  responsible  for  its  conveyance  and  circula- 
tion into  the  ground  at  spreading  basins  located  on  the  Rio  Hondo  and  San  Gabriel  Rivers.  The  Central 
and  West  Basin  Water  Replenishment  District  purchases  all  of  the  water  from  the  plant  at  a  price 
equal  to  that  which  it  would  pay  for  untreated  Colorado  River  water  served  from  the  Metropolitan 
Water  District.  Funds  for  this  purchase  are  raised  by  the  district's  levy  of  a  pump  tax.'' 
After  percolating  into  the  underground  the  reclaimed  water  is  repumped  by  water  users  downstream 
and  reused  along  with  the  natural  underground  supply  of  the  basin.   Following  the  success  of  the 
Whittier  Narrows   Project  the  Sanitation   Districts   released   a  comprehensive  report   in  July,    1963,' 
which  recommended  that  of  the  285  million  gallons  of  water  which  are  discharged  daily  to  the  ocean 
from  the  district's   facilities,  approximately   100  million  gallons   (or  more  than  ^)   are  suitable  for 
reclamation  and  reuse  by  treatment  similar  to  that  at  the  Whittier  Narrows  Plant.  At  the  time  of 
issuance  of  the  report  the  estimated  cost  of  the  facilities  recommended  was  $20  million  and  called 
for  construction  of  five  new  water  reclamation  plants  and  the  enlargement  of  three  existing  plants. 
The  cost  of  water  developed  by  plants  included  in  the  proposal  would  range  from  $6.83  per  acre  foot 
to  $17.75  per  acre  foot. 

In  addition  to  the  sewage  and  wastes  treated  by  the  Sanitation  Districts,  the  City  of  Los  Angeles 
estimates  that  200,000,000  gallons  of  the  300,000,000  gallon  daily  flow  from  its  separate  systems  can 
be  chemically  treated  for  reclamation.  Thus,  the  City  of  Los  Angeles  and  the  County  Sanitation  Dis- 
tricts together  could  reclaim  approximately  25^^  of  the  initial  water  supply  available  to  their  areas 
(about  1.2  million  acre  feet  annually).  Although  waste  water  reclamation  activities  in  the  Los  Angeles 
Basin  cannot  supply  the  entire  future  needs  of  the  area,  the  district  is  enthusiastically  working  on 
reclamation,  as  indicated  by  the  District's  Chief  Engineer. 


» .4  Plan  for  Water  Reuse,  Los  Angeles  County  Sanitation 
Districts,  July,  1963. 
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Some  of  the  advantages  of  reusing  waste  water  is  that  they  occur  near  the  centers  of  population 
and  at  appreciably  higher  elevations  than,  of  course,  the  sea  water.  Also,  the  waste  water  contains 
substantially  less  dissolved  solids  than,  of  course,  the  sea  water.  Most  waste  waters  will  be  under 
1000  parts  per  million;  salt  water,  on  the  other  hand,  would  be  about  35,000  parts  per  million, 
so  we  start  out  with  water  which  contains  much  less  salt  to  begin  with. 

I  think  an  important  note  is  that  the  tax  dollars  which  are  spent  for  water  reuse  can  be  derived, 
in  part  at  least,  from  the  tax  dollars  that  would  otherwise  actually  be  spent  for  water  pollution 
control  because,  in  itself,  any  water  reuse  program  has  to  be  the  finest  form  of  water  pollution 
control." 


South  Tahoe  Public  Utility  District 

The  need  for  export  of  all  treated  effluent  from  the  Lake  Tahoe  Basin  to  prevent  the  seepage  of  nitrates 
and  phosphates  into  the  Lake  is  discussed  elsewhere  in  this  report. 

However,  the  project  the  South  Tahoe  Public  Utility  District  is  constructing  to  export  treated  sewage 
effluent  from  the  Lake  Tahoe  Basin  to  Alpine  County  has  developed  into  another  pioneering  waste 
water  reclamation  project.  In  order  to  assure  highest  quality  water  the  district  has  constructed  and  is 
in  the  process  of  enlarging  the  most  advanced  waste  treatment  facility  in  the  United  States.^"  The 
treatment  plant  at  South  Tahoe  includes  1)  the  primary  stage  of  treatment  common  to  all  sewage 
treatment  plants,  2)  the  activated  sludge  process  or  secondary  treatment  utilized  in  many  parts  of  the 
State,  including  the  Whittier  Narrows  plant  and  3)  tertiary  treatment  utilizing  chemicals  and  carbon 
filters  to  produce  reclaimed  water  of  drinking  water  quality.  In  fact,  the  final  purified  effluent  of  the 
plant  far  exceeds  the  United  States  Public  Health  Service  drinking  water  standards.  The  effluent 
from  the  plant  is  crystal  clear,  colorless  and  odorless. 

As  a  result  of  the  development  of  the  Legislative  Action  Program  for  South  Lake  Tahoe,"  the  South 
Tahoe  District,  following  the  tertiary  treatment,  will  transport  the  effluent  by  pipeline  29  miles  over 
7,200  foot  Luther  Pass  to  Diamond  Valley  in  Alpine  County. 

In  Alpine  County  the  District  will  construct  the  f 

3,500  acre  foot  Indian  Creek  Reservoir.  The  Dam,  a  '" 

I  rock  and  earth  filled  structure,  will  be  860  feet  long 

and  63  feet  high  and  will  have  a  water  surface  area 

of  165  acres.  Water  delivered  to  the  reservoir  will 

be   utilized   in   Alpine   County   for  irrigation.   The 

project,  however,  will  also  include  substantial  recre- 
,  ation  benefits.  Through  a  cooperative  program  with 
I  the  Bureau  of  Land  Management  of  the  United 
'.  States   Department   of   the   Interior,*  the   reservoir 

facility  will  have  complete  recreation  and  camping 
,  facilities.  The  project  will  be  financed  through  a 
I  combination   of   federal   grant,   state  loan,   district 

funds.  State  Davis-Grunsky  grant  and  Bureau  of 

T.and  Management  funds." 

The  District,  while  solving  the  pressing  pollution 

problems  of  the  Lake,  will  develop  as  an  additional 
'benefit  the  creation  of  a  beautiful  lake  which  will 

provide  excellent  recreational  opportunities  within 

;easy  driving  distance  of  major  northern  California  population  centers.  This  is  another  example 
I  tremendous  possibilities  of  waste  water  reclamation  as  both  a  pollution  control  activity  and  as  a 
i  of  stretching  existing  water  supplies. 


^'f-> 
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Fishing  at  the  Santee  Project 


of  the 
means 


I'ending  Federal  approv  al. 


"  Transcript,  o;).  cit.,  page  60. 

'"  San  Francisco  Xeirs-Call  Bulletin,  June  30,  1965. 

"  For  complete  details  on  the  Legislative  Action  Program 

see  the  Staff  Report  of  the  Assembly  Interim  Committee 

on  Water,  The  Legislative  Action  Program  for  Lake  Tahoe 

Pollution  Control,  1966. 
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Other  Areas 

In  other  areas  of  the  State  reclaimed  waste  waters  are  currently  being  reused  and  in  some  areas  have 
been  used  for  years.'-  One  of  the  earliest  examples  is  a  treatment  plant  located  in  Golden  Gate  Park 
which  processes  a  million  gallons  of  sewage  a  day  from  San  Francisco's  Sunset  District.  The  effluent 
from  the  project  provides  water  for  Stow  Lake  and  Huntington  Falls  within  the  Park.  Sewage  effluent  is 
also  being  utilized  for  ground  water  recharge  and  to  control  sea  water  intrusion  by  the  use  of  hydraulic 
barrier  projects  in  southern  California. 

As  a  result  of  the  activity  to  date,  California  is  now  the  Nation's  leading  center  of  research  projects 
developing  the  use  of  reclaimed  waste  waters.  Substantial  studies  are  currently  underway  under  the 
auspices  of  the  Federal  Water  Pollution  Control  Administration  and  its  advanced  waste  treatment 
program. 

Reclamation  Processes 

It  is  not  the  purpose  of  this  brief  report  to  present  detailed  descriptions  of  various  technical  waste 
water  reclamation  processes.  Generally,  however,  present  planning  for  waste  water  reclamation  antic- 
ipates the  utilization  of  conventional  biological  processes,  which  are  the  most  economical  type  of  treat- 
ment for  reclamation.  For  example,  utilization  of  these  conventional  processes  can  economically  reclaim 
approximately  25%  of  the  total  sewage  and  industrial  wastes  discharged  to  the  ocean  from  the  Los 
Angeles  area. 

Considerable  increases  in  the  cost  of  reclaiming  water  are  involved  in  the  demineralization  processes. '' 
Promising  progress,  however,  is  being  made  on  reverse  osmosis  and  in  tertiary  treatment  such  as  that 
utilized  by  the  South  Tahoe  Public  Utility  District.  I 

There  is  considerable  confusion  over  the  difference  between  waste  water  reclamation  projects  and  sew- 
age treatment  projects,  the  primary  purpose  of  the  latter  being  to  prevent  pollution.  Waste  water  reclama- 
tion can  be  divided  into  two  general  classifications.  First,  that  reclamation  which  occurs  incidental  to  the 
treating  of  sewage,  and,  second,  planned  reclamation  for  the  production  and  reuse  of  reclaimed  waters, 
using  existing  and  completely  adequate  sewage  facilities  as  the  source  of  water  to  be  reclaimed. 

In  the  first  situation,  where  reclamation  is  incidental,  the  sewage  treatment  plant  performs  a  dual  func-ji 
tion.  In  this  manner  effluent  from  secondary,  and  even  primary  treatment,  depending  upon  the  use 
and  quality  of  the  input  to  the  plant,  may  be  considered  reclaimed  waste  waters. 

Public  Response  to  Reclamation 

Although  fears  of  possible  adverse  public  reaction  to  the  reuse  of  reclaimed  waste  waters  are  common, 
our  experience  in  California  has  shown  that  where  the  need  for  use  of  reclaimed  waste  water  is  great 
as,  for  example,  in  certain  areas  of  Southern  California,  and  the  local  agency  developing  the  reclama- 
tion program  conducts  an  appropriate  public  information  program,  public  support  of  reclamation 
projects  usually  results. 

The  response  of  water  interested  groups  has  been  uniformly  favorable  to  reclamation." 

"  See  Transcript,  op.  cit.,  Appendix,  for  complete  list. 
"  For  p.xiimple  the  well  known  Southern  California  Civic 
Fciruni  "Town  Hall"  conducted  an  extensive  study  on  waste 
water  reclamation  and  overwhelmingly  endorsed  reclama- 
tion for  the  Los  Angeles  area. 
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Areas  of  State  Responsibility 


Under  the  existing  water  laws  there  is  no  clear  cut  policy  statement  on  the  subject  of  waste  water 
reclamation.  Scattered  throughout  various  Codes,  however,  are  provisions  that  directly  or  indirectly 
relate  to  reuse  of  waters  subsequent  to  sewage  treatment  and  purification.  The  Committee  believes  that 
a  policy  statement  encouraging  maximum  reuse  of  water  reclaimed  from  sewage  and  industrial  waste 
in  California  is  needed.'  Therefore,  the  Committee  recommends  enactment  into  law  of  the  following 
policy  provisions: 

13510.  It  is  hereby  declared  that  the  people  of  the  state  have  a  primary  interest  in  the  develop- 
ment of  facilities  to  reclaim  waters  containing  sewage  or  industrial  waste  to  supplement  existing 
surface  and  underground  water  supplies  and  to  assist  in  meeting  the  future  water  requirements  of 
the  state. 

13511.  The  Legislature  finds  and  declares  that  a  substantial  portion  of  the  future  water  require- 
ments of  this  state  may  be  economically  met  by  beneficial  reuse  of  waste  waters  that  have  been 
reclaimed. 

The  Legislature  further  finds  and  declares  that  the  utilization  of  reclaimed  waste  waters  by  local 
committees  for  domestic,  agricultural  and  industrial  purposes  will  contribute  to  the  peace,  health, 
safety  and  welfare  of  the  people  of  the  state.  Reuse  of  reclaimed  waste  waters  constitutes  the 
development  of  "new  basic  water  supplies"  as  that  term  is  used  in  Chapter  5  (commencing  with 
Section  12880)  of  Part  6  of  Division  6  of  this  code. 

13512.  It  is  the  intention  of  this  Legislature  that  the  state  undertake  all  possible  steps  to  en- 
courage development  of  waste  water  reclamation  facilities  so  that  reclaimed  waste  water  may  be 
made  available  to  help  meet  the  growing  water  requirements  of  the  state. 

As  the  subject  of  waste  water  reclamation  is  essentially  a  part  of  our  overall  water  quality  picture,  it 
is  appropriate  that  waste  water  reclamation  legislation  be  made  part  of  the  State's  Water  Quality  Control 
Law. 

In  the  following  sections  of  this  report  on  Waste  Water  Reclamation,  the  Committee  will  discuss  the 
various  responsibilities  of  each  state  agency  involved  in  water  reclamation  activities  together  with 
recommended  legislation  to  give  the  State  a  comprehensive  waste  water  reclamation  law. 

State  and  Regional  Water  Quality  Control  Boards 

The  principal  responsibility  for  establishment  of  waste  discharge  requirements  and  the  control  of  water 
pollution  by  the  State  rests  with  the  nine  Regional  Water  Quality  Control  Boards.  State  water  quality 
control  is  divided  between  the  State  Water  Quality  Control  Board,  when  water  quality  is  of  statewide 
interest  and  concern  and  the  Regional  Boards  when  water  quality  is  primarily  a  matter  of  regional 
concern  (Water  Code  Sec.  13000).  The  Committee  believes  that  logically  the  primary  responsibility 
for  administration  of  the  waste  water  reclamation  law  proposed  by  this  report  should  be  placed  with  the 
State  and  Regional  Water  Quality  Control  Boards. 

[Federal  Grants.  The  State  Water  Quality  Control  Board,  under  federal  water  pollution  legislation, 
is  responsible  for  the  administration  of  the  federal  water  pollution  grant  program  in  California.  (PL 
660  program.)  The  State  Board  evaluates  all  applications  for  federal  grants  in  California  and  develops 
a  list  of  eligible  projects  in  order  of  priority.  Priorities  are  based  upon  a  number  of  factors  relating 
|to  the  physical  and  economic  aspects  of  the  applicant  project. 

^Nccd  for  Legislation.  Under  existing  law,  no  special  consideration  is  given  in  this  evaluation  to  the 
extent  to  which  waters  treated  by  water  pollution  control  facilities  will  be  reclaimed  and  reused. 

In  order  to  encourage  the  development  of  pollution  control  facilities  and  waste  water  reclamation  facili- 
ties the  Committee  recommends  that  the  State  Board  be  authorized  to  give  additional  priority  to  appli- 
cants for  federal  grants  having  facilities  "providing  optimum  reclamation  and  reuse  of  waste  waters." 

*  A  similar  policy  declaration  with  rcRard  to  sea  water  conversion  was  enacted  Iiy  the  LeRislature  in  1965 — Cobey- 
Porter  Saline  Water  Conversion  Ijaw,  Water  Code  Sec.  1204.5  et  sef|.  The  Department  of  Pnblic  Health  and  AVater 
Kesource.s  both  recommended  to  the  Committee  that  a  statute  be  enacted  coverins  the  entire  subject  of  reclamation 
and  reuse  of  \vaste  water  includiuK  a  clear  statement  of  state  policy  that  waste  waters  are  an  important  part  of 
the  waters  of  the  state  and  should  be  reclaimed  and  put  to  beneficial  u.se  to  the  greatest  extent  compatible  with 
the  limitations  of  public  health,  asricultural  and  economic  constraints. 
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State  Financial  Assistance.  In  1949  the  Legislature  enacted  the  State  Water  Pollution  Control  Fund 
(now  Water  Code  Sec.  13100  et.  seq.)-  One  million  dollars  was  placed  in  this  fund  for  loans  to  munic- 
ipalities and  districts  for  the  construction  of  sewerage  and  storm  drainage  facilities.  Supervision  of 
the  program  was  placed  with  the  State  Water  Quality  Control  Board. 

Loans  were  limited  to  projects  which  were  1 )  found  to  be  necessary  to  the  health  or  welfare  of  the 
inhabitants  of  the  State  and  2)  for  which  financing  by  the  local  district  or  municipality  was  not  pos- 
sible from  sale  of  revenue  or  general  obligation  bonds  or  for  which  the  financing  would  impose  an  un- 
reasonable burden  upon  the  municipality  or  district.  The  Fund  is  a  revolving  fund.  To  date,  virtually 
all  of  the  funds  have  been  utilized  principally  by  small  communities  in  the  State  with  very  limited 
financial  means.  Its  potential  for  future  use,  as  presently  funded,  is  extremely  Hmited  since  returns 
to  the  fund  from  outstanding  loans  will  be  slow  and  of  sufficient  quantity  only  to  meet  very  small 
project  needs."  i 

At  the  1966  First  Extraordinary  Session  of  the  Legislature,  Assembly  Bill  12,  which  was  sponsored  by 
this  Committee  (later  superseded  by  similar  provisions  in  SB  2)  appropriated  $2  million  a  year  for 
five  years  from  Tidelands  Oil  Revenues  to  the  State  Water  Pollution  Control  Fund.  As  finally  enacted, 
this  money  will  be  available  during  the  1967-68  through  1971-72  fiscal  years.  Thus,  a  total  of  $10 
million  will  be  available.  The  legislation  provided  that  the  funds  accruing  to  the  Water  Pollution  Control 
Fund  shall  be  expended,  when  appropriated  by  the  Legislature,  for  capital  outlay  "for  prevention  and 
correction  of  water  pollution."  | 

Senate  Bill  98  (Teale),  also  enacted  into  law  in  the  1966  First  Extraordinary  Session,  represents  the' 
first  appropriation  by  the  Legislature  for  this  purpose.  This  bill  makes  available  $2  million  from  the 
fund  for  loans  to  the  North  Tahoe  Public  Utility  District  and  the  Tahoe  City  Public  Utility  District  for 
partial  financing  of  the  two  Districts'  joint  export  program.  | 

Need  for  Legislation.     In  view  of  the  tremendous  financial  needs  of  local  public  agencies  in  California 
for  water  pollution  and  waste  water  reclamation  facilities  the  Committee  believes  that  the  temporary 
provision  of  Senate  Bill  98,  which  provides  for  disbursement  of  the  Tidelands  Revenue  set  aside  fonl 
this  purpose  for  pollution  facilities  only  on  a  project  by  project  basis  by  the  Legislature,  is  inadequate.' 
The  Committee  believes  that  a  more  desirable  means  of  utilizing  the  funds  would  be  to  establish  a. 
permanent,  ongoing  program  of  state  loans  to  local  public  agencies  not  only  for  water  pollution  control 
facilities  but  also  for  projects  to  reclaim  waste  waters. 


I 


'  In  fact,  the  State  administration  recommended  and  spon- 
sored legislation  at  the  196.5  Session  of  the  Legislature 
which  would  have  abolished  the  fund  altoRcther  ( AB  2030). 
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Therefore,  the  Committee  recommends  that  the  State  Water  Pollution  Control  Fund  be  reconstituted 
as  the  State  Water  Quality  Control  Fund  and  that  the  $2  million  a  year  of  Tideland  Revenue  which  will 
accrue  for  five  years  be  made  a  permanent  appropriation  to  the  Fund  after  utilization  of  the  North 
Tahoe  and  Tahoe  City  Public  Utility  Districts  of  the  $2  million  provided  in  SB  98.  The  Committee 
recommends  further  that  financial  assistance  be  made  available  for  both  a)  facilities  necessary  to 
prevent  water  pollution  and  b)  facilities  which  will  produce  water  suitable  for  beneficial  reuse,  when 
the  public  agency  has  adopted  a  feasible  program  for  reuse. 

In  view  of  the  limited  funds  available  for  such  a  loan  program,  the  Committee  recommends  continua- 
tion of  the  requirement  that  the  facilities  be  necessary  to  the  health  or  welfare  of  the  inhabitants  of 
the  State  and  funds  be  otherwise  not  available.  The  Committee  also  recommends  that  loans  be  made 
for  only  that  portion  of  the  facilities  not  within  the  ability  of  the  local  public  agency  to  finance,  a 
concept  similar  to*  that  of  the  Davis-Grunsky  Act.  The  Committee  recommends  that  the  interest  for- 
mula utilized  in  SB  98  be  incorporated  in  the  new  program.  The  Committee  further  recommends  that 
the  loan  program  be  established  as  a  revolving  fund  assuring  return  flow  of  money  into  the  fund  to 
supplement  the  annual  continuing  appropriation. 

The  enactment  of  such  a  program  of  loans  for  both  water  pollution  and  waste  water  reclamation  facili- 
ties represents  the  first  direct  state  financial  assistance  for  waste  water  reclamation  activities.  Although 
the  amount  of  money  available  for  this  program  is  not  great  it  does  represent  approximately  20%  of 
the  total  federal  funds  annually  available  to  California  (as  of  the  writing  of  this  report)  under  water 
pollution  grant  programs. 

The  Committee  believes  that  the  State,  the  federal  government  and  local  agencies  have  a  responsibiHty 
to  work  to  develop  public  acceptance  of  waste  water  reclamation. 

Probably  one  of  the  primary  hurdles  a  local  area  faces  in  developing  reclamation  programs  is  the 
undertaking  of  preliminary  engineering  and  technical  studies. 

In  order  to  provide  additional  impetus  to  local  development  of  such  facilities,  the  Committee  recom- 
mends further  that  up  to  $250,000  of  the  $2  million  available  each  year  in  the  State  Water  Quality 
Control  Fund  be  made  available  for  grants  to  local  public  agencies  (on  a  matching  basis)  for  waste 
water  reclamation  studies.  Such  grants  should  be  limited  to  a  maximum  of  $50,000. 

A  final  problem  encountered  in  the  reuse  of  reclaimed  waste  waters  is  the  legal  one.  More  definitive 
answers  are  needed,  particularly  with  regard  to  percolation  of  reclaimed  waste  waters  underground. 
The  Committee  has  been  unable,  in  its  short  investigation,  to  resolve  the  many  complex  and  technical 
legal  problems  involved.  It  recommends  additional  study  of  this  aspect  of  waste  water  reclamation. 

State  Department  of  Public  Health 

The  State  Department  of  Public  Health  strongly  supports  the  development  of  waste  water  reclamation. 
The  Department's  representative  told  the  Committee, 

The  interest  of  the  State  Health  Department,  in  addition  to  its  prime  function  in  protecting  the 
health  of  the  people  of  the  State,  is  to  improve  the  environment  of  those  citizens.  .  .  I  believe, 
the  .  .  .  reclamation  and  direct  reuse  of  sewage,  as  distinguished  from  discharging  partially  treated 
sewage  into  the  waters  of  the  state  to  be  disposed  of  by  dilution,  will  probably  represent,  over 
the  next  decade  or  two,  an  upgrading  of  the  waters  of  the  state.  .  .  .  We  see  a  tremendously  im- 
portant .  .  .  affirmative  public  health  objective  to  be  served  by  the  development  to  its  logical  con- 
clusion of  reclamation  and  direct  reuse  of  waste  waters." 

The  State  Department  of  Public  Health  has  a  traditional  responsibility  for  the  protection  of  the 
public  health  whenever  water  is  used  for  human  purposes  and  direct  use.  The  responsibility  of  the 
Department  of  Public  Health  relates  primarily  to  contamination,  which  generally  refers  to  impair- 
ment of  the  quality  of  water  to  a  degree  that  creates  an  actual  hazard  to  the  public  health  through 
poisoning  or  through  the  spread  of  disease.  (Health  and  Safety  Code  Sec.  5410(e)) 

'  Transcript,  op.  cit.,  pages  19-20. 
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Sections  203  et  seq.  of  the  Health  and  Safety  Code  set  forth  the  Department's  responsibilities  to  pro- 
tect the  sources  of  public  domestic  water  and  ice  supplies.  In  regard  to  these  sections,  representatives 
of  the  Department  have  indicated  that  "the  Department  does  not  feel  that  they  furnish  a  sufficiently 
clear  and  unequivocal  assignment  of  responsibility  and  authority  to  cope  adequately  with  the  wide 
range  of  new  exposures  to  the  public  to  reclaimed  sewage  which  is  just  now  coming  into  view."  * 

Sections  5410  et  seq.  of  the  Health  and  Safety  Code  relative  to  industrial  waste  in  addition  to  repeat- 
ing Water  Code  definitions,  provide  that  the  State  Department  of  Public  Health  or  any  local  health 
officer,  upon  finding  contamination  existing,  shall  order  abatement  (Sec.  5412).  The  Department  or 
local  health  officer  may  also  issue  a  pre-emptory  order  requiring  abatement.  This  action  must  be  re- 
ported immediately  to  the  affected  regional  water  quality  control  board.  The  Department  or  local 
health  officer  is  also  authorized  to  request  a  court  injunction  to  prevent  the  contamination.  These  sec- 
tions confer  upon  the  Department  of  Public  Health  adequate  authority  to  deal  promptly  and  effectively 
with  hazards  to  health  including  those  from  a  discharge  of  waste  water,  including  reclaimed  waste 
waters.  The  provisions  do  represent,  however,  an  indirect,  after  the  fact  supervision  rather  than  pre- 
ventive regulation. 

A  final  provision  of  the  Health  and  Safety  Code  ( Section  4458 )  specifically  regulates  the  injection  of 
reclaimed  sewage  by  wells  into  the  underground  aquifer.  This  section  was  enacted  in  1961  under  the  ( 
sponsorship  of  the  Chairman  of  this  Committee  to  provide  effective  control  over  the  use  of  reclaimed 
sewage  to  be  injected  as  part  of  the  coastal  barrier  projects  in  Southern  California  developed  to  pre- 
vent sea  water  intrusion  into  ground  water  aquifers.  The  section  is  being  given  its  first  test  currently; 
in  the  trial  injections  of  reclaimed  sewage  by  the  Orange  County  Water  District  for  its  barrier  project. 
The  Department  and  the  Committee  agree  that  this  particular  section  provides  satisfactory  control  i 
over  this  method  of  utilization  of  reclaimed  waste  waters. 

Need  for  Legislation.  The  Committee  believes  that  its  most  important  objective  in  recommending 
legislation  relating  to  the  use  of  reclaimed  waste  waters  is  the  absolute  protection  of  the  public  health. . 
In  order  to  assure  this  protection  the  Committee  recommends  that  the  State  Department  of  Public 
Health  be  required  to  establish  "statewide  contamination  standards",  which  would  represent  the  maxi- 
mum concentration  levels  of  various  constituents  of  reclaimed  water  which  are  permissable  for  each 
type  of  use.  Standards  would  be  established  for  such  uses  as  swimming,  fishing,  irrigation,  etc."  These 
contamination  standards  will  provide  a  guideline  similar  to  Federal  Public  Health  Service  Drinking 
Water  Standards,  which  can  be  applied  prior  to  the  initiation  of  waste  water  reclamation  projects.  The 
establishment  of  such  standards  will  provide  a  preventive  control  over  the  use  of  reclaimed  waters. 

We  further  recommend  that  enforcement  be  accomplished:  1)  by  specifically  applying  the  summary 
abatement  authority  of  the  State  Department  of  Public  Health  to  waste  water  reclamation  activities. 
This  represents  a  restatement  and  reinforcement  of  the  basic  responsibility  of  the  State  Department 
and  local  health  agencies;  and,  in  addition,  2)  by  requiring  that  the  Regional  Water  Quality  Control 
Boards  establish  waste  discharge  requirements  for  reuse  of  reclaimed  waste  waters  used  directly  or 
otherwise.^''  Such  discharge  requirements  must  be  in  conformity  with  the  "statewide  contamination 
standards"  for  the  particular  use  contemplated. 

This  recommendation  meets  the  needs  for  more  complete  regulation  requested  by  the  Department.  To 
implement  this  the  Department  can  undertake  a  far  greater  and  more  intensified  program  of  surveil- 
lance, inspection  and  regular  observation  of  waste  water  reclamation  activities.  The  "contamination 
standards"  will  "fill  the  gaps"  in  the  Department's  responsibility  under  the  present  law.  ' 

'  Transcript,  op.  cit.,  page  21. 

'  Such  a  law  was  endorsed  by  the  Department  of  Water 

Re.sources.  See  Tran.script,  op.  cit.,  page  7. 

"  This  was  al.so  recommended  !)>'  the  Director  of  Water 

Re.sources,  see  Transcript,  op.  cit.,  page  10. 

—  22  — 


State  Department  of  Water  Resources 

The  Department  has  certain  statutory  responsibilities  with  regard  to  waste  water  reclamation.  Section 

230  of  the  Water  Code  directs  the  Department  "to  conduct  surveys  and  investigations  relating  to  the 

reclamation  of  water  from  sewage  or  industrial  waste  for  beneficial  purposes." 

To  carry  out  these  responsibilities  the  Department  has  developed  a  two-part  program:  First,  the  survey 

of  the  quality  and  quantity  of  waste  waters  available,  and  second,  investigation  in  detail  of  those  areas 

where  waste  water  reclamation  is  indicated  and  where  a  local  interest  in  waste  water  reclamation  in 

the  opinion  of  the  Department  should  be  stimulated.'  The  conclusion  of  the  Department  in  all  but 

one  of  its  studies  was  that  waste  waters  could  be  reclaimed  to  provide  supplemental  supply  "to  relieve 

the  strain  on  other  sources." 

The  survey  portion  of  the  Department's  program  is  termed  "quality  and  use  of  waste  water."  According 

to  the  Department, 

The  objectives  of  the  survey  are  to  determine  the  quantity,  quality  and  location  of  significant 
waste  water  discharges  in  the  state;  to  locate  areas  in  which  supplemental  water  demands  might 
be  in  part  satisfied  by  the  planned  reuse  of  waste  water;  to  maintain  an  inventory  of  existing 
water  reclamation  operations  and  study  associated  costs,  problems,  and  benefits;  to  assimilate 
information  and  data  collected  to  the  Legislature  and  to  interested  state  and  local  agencies  and 
individuals;  and  to  encourage  and  stimulate  the  planned  reuse  of  good  quality  waste  water.* 

Need  for  legislation.  The  committee  has,  on  several  occasions  expressed  its  belief  that  the  Depart- 
ment's primary  responsibility  in  the  area  of  water  pollution  and  water  quality  control  is  that  of  pro- 
viding technical  data  collection  and  investigation  necessary  to  meet  the  State's  responsibility  in  these 
fields.  In  order  to  provide  a  coherent  and  comprehensive  waste  water  reclamation  law,  the  Committee 
recommends  that  the  Department's  waste  water  reclamation  study  authorization  (Water  Code  Section 
230)  be  repealed  as  part  of  the  general  water  statutes  oj  the  State  and  reenacted  as  part  of  the  State's 
comprehensive  Waste  Water  Reclamation  Law  proposed  by  this  Committee. 

In  the  past,  the  Department  has  conducted  waste  water  reclamation  and  ground  water  investigations 
in  various  areas  for  various  purposes  on  appropriation  by  the  Legislature.  For  one  reason  or  another, 
not  all  have  been  fully  implemented  on  the  local  level.  Particularly,  with  regard  to  ground  water  basin 
studies,  problems  of  lack  of  coordination  between  the  Department  and  local  people  (the  primary  bene- 
ficiaries of  the  studies)  existed. 

In  order  to  maximize  the  benefits  of  the  departmental  investigations  and  studies  under  this  provision 
it  is  recommended  that  the  Department  studies  under  existing  Water  Code  Section  230  be  limited  to 
those  studies  requested  by  the  State's  water  pollution  and  water  quality  policy  agencies.  Thus,  the 
State  Water  Quality  Control  Board  together  with  the  Regional  Water  Quality  Control  Boards,  would 
then  determine  the  relative  priority  of  investigations  and  studies.  The  State  Board,  as  the  primary 
agency  responsible  for  water  quality  control  (and  waste  water  reclamation  activities  under  the  Com- 
mittee's draft  statute)  could  provide  policy  direction  for  such  studies.  Maximum  local  use  can  be 
made  of  departmental  investigations  and  studies  through  the  liaison  provided  by  the  Regional  Boards. 
It  is  essential  that  complicated,  costly,  and  comprehensive  departmental  studies  for  planned  reuse 
from  water  reclaimed  from  industrial  waste  and  sewage  be  carefully  tied  in  with  local  projects,  since 
it  is  at  the  local  level  that  financing  and  development  of  the  physical  works  needed  to  provide  such 
reuse  are  accomplished. 

The  Davis-Grunsky  Act.  The  Department  of  Water  Resources  administers  the  Davis-Grunsky  Act 
of  state  financial  assistance  through  loans  and  grants  for  local  water  development  projects.  Loans  are 
made  to  local  public  agencies  for  only  that  portion  of  the  construction  costs  of  dam  and  reservoir 
facilities  which  are  "beyond  the  reasonable  ability  of  the  public  agency  to  finance  from  other  sources." 
Grants  are  authorized  for  construction  costs  of  dams  and  reservoirs  allocable  to  recreation  and  fish  and 
wildlife  enhancement,  regardless  of  the  financial  condition  of  the  constructing  agency.  Inasmuch  as  dam 
and  reservoir  facilities  are  frequently  involved  in  reuse  of  reclaimed  waste  waters,  the  Davis-Grunsky 
Program  may  also  be  of  incidental  assistance  to  local  areas  in  developing  waste  water  reclamation 
projects. 

"  See  Transcript,  op.  cit.,  page  9  for  complete  list  of  studies. 
'  Transcript,  op.  cit.,  page  5. 
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A  formal  application  for  a  Davis-Grunsky  recreation  grant  has  been  submitted  by  Los  Angeles  County 
for  a  series  of  lakes  located  near  Lancaster  in  the  Antelope  Valley  which  utilize  reclaimed  waste  waters. 
Also,  San  Bernardino  County  is  preparing  a  formal  application  for  a  recreation  grant  for  lakes  to  be 
developed  at  the  Prado  Dam  Basin  and  also  utilizing  reclaimed  waste  waters. 

The  Davis-Grunsky  Act  requires  that  to  be  eligible  a  project  for  either  loans  or  grants  must  involve 
"development  of  a  new  water  supply." 

The  Committee  recommends  that  the  Water  Code  be  amended  to  make  clear  that  the  use  of  reclaimed 
water  represents  the  development  of  a  new  water  supply  within  the  context  of  the  Davis-Grunsky  Act 
to  assure  that  grants  or  loans  will  be  available  for  construction  costs  of  dams  and  reservoirs  using 
reclaimed  waste  waters  as  well  as  natural  supplies. 

Areas  of  Local  Responsibility 

Primary  responsibility  for  water  quality  control  facilities  rests  with  waste  dischargers — local  com- 
munities and  industries.  Regional  developments  have  been  undertaken  in  water  quality  control,  but 
these  represent  extensions  of  the  local  concept  under  which  a  number  of  communities  have  banded 
together  for  more  efficient  development. 

Similarly,  local  people  will  have  primary  responsibility  for  waste  water  reclamation.  It  is  appropriate 
for  the  Legislature,  in  enacting  a  Waste  Water  Reclamation  Law,  to  limit  state  regulation  to  1)  the 
protection  of  public  health,  safety  and  welfare  in  a  manner  similar  to  the  regulation  by  the  State  and 
Regional  Boards  of  water  pollution  and  water  quality  control,  and,  2)  provision  of  the  maximum  state 
financial  support  for  local  development  of  these  facilities. 

A  considerable  challenge  is  faced  by  local  governmental  bodies  in  utilization  of  reclaimed  waste  waters. 
In  many  cases,  a  number  of  different  agencies  and  levels  of  government  will  be  involved  in  reclamation, 
as  illustrated  by  the  Whittier  Narrows  Project.  For  example,  distribution  and  treatment  of  water  supplies 
may  be  the  responsibility  of  a  different  agency  than  that  which  collects,  treats  and  finally  disposes  of 
the  waste.  Decisions  to  reuse  industrial  waste  waters,  of  course,  must  rest  with  the  industries  involved. 
A  variety  of  local  agencies,  replenishment  districts,  flood  control  districts,  park  and  recreation  districts, 
etc.,  each  with  independent  statutory  authority  and  responsibilities  will  be  involved  in  development  of 
local  waste  water  reclamation.  At  this  point  it  appears  that  existing  local  agencies  are  flexible  enough 
to  meet  this  challenge. 

A  considerable  quantity  of  water  is  utilized  in  California  by  industry.  The  record  of  industry  in  Cali- 
fornia in  water  pollution  and  water  quality  control  is  commendable.  In  addition,  many  industrial  firms 
in  California  have  already  engaged  in  considerable  reclamation  and  recycling  and  reuse  of  water. 

A  representative  of  the  Department  of  Water  Resources  indicated, 

Most  of  the  modern  plants  are  being  operated  by  what  I  call  'enlightened  businessmen'  ...  I  could 
mention  one  to  be  specific  .  .  .  the  Kaiser  Steel  Plant  ...  in  Fontana  .  .  .  They  use  their  water  over 
and  over  again  until  finally  the  last  process  is  quenching  from  the  slag  and  there's  no  water  left. 
They  literally  use  the  'squeal'  that  we  used  to  hear  about  packing  plants.  The  water  is  used  to  the 
ultimate,  as  a  result  the  underlying  ground  water — which  is  very  important  to  both  agricultural  and 
domestic  people  in  that  area — has  remained  in  useable  condition  for  these  past  fifty  years  or  more 
and,  apparently,  shows  no  very  great  degradation,  if  any." 

Gradually,  as  the  cost  of  basic  water  supplies  increases,  the  use  of  reclaimed  waste  water  and  the  reuse 
of  existing  supplies  will  become  more  attractive  to  business  and  industry.  The  State,  in  implementing 
the  policy  declaration  in  the  proposed  waste  water  reclamation  law,  should  make  every  effort  to  encourage 
the  maximum  reuse  of  water  and  the  reclamation  of  waste  waters  by  industry. 

The  United  States  Congress  is  currently  considering  a  number  of  proposals  to  aid  industry  in  combating 
pollution  (and  reusing  water)  by  means  such  as  tax  incentives  and  related  devices. 

•  Transcript,  op.  cit.,  page  15. 
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II  Sea  Water  Conversion 

and  Nuclear  Energy 
Background 

Since  1957,  the  Assembly  has  carefully  followed  developments  in  the  field  of  saline  water  conversion 
and  nuclear  energy.  This  has  been  done  in  order  that  the  Legislature  could  be  fully  informed  regarding 
the  implications  of  these  two  advancing  technologies  on  the  State  Water  Project  and  water  planning  in 
general.  At  the  beginning  of  every  General  Session,  a  progress  report  has  been  submitted  to  the  Legisla- 
ture which  has  outlined  the  major  developments  of  interest  to  California  in  saline  water  conversion  and 
nuclear  energy  matters.  This  report  continues  that  practice. 

In  preparing  its  report  two  years  ago,  the  committee  noted  that  the  initial  goals  of  applying  both  saline 
water  conversion  and  nuclear  energy  to  the  solution  of  California's  water  problems  was  "nearing 
achievement."  The  current  report  indicates  further  progress  to  such  an  extent  that  the  execution  of 
presently  contemplated  plans  could  constitute  achievement  of  the  initial  goals  in  terms  of  both  economic 
and  engineering  feasibility. 

While  at  first  glance  it  might  appear  that  the  construction  of  the  State  Water  Project,  the  development 
of  saline  water  conversion  processes  and  the  application  of  low  cost  nuclear  energy  are  relatively 
unrelated  to  the  state's  water  problems,  this  is  not  the  case.  As  an  alternative  to  the  importation  of  large 
additional  supplies  of  water  in  the  future,  the  State  of  California  needs  to  understand  fully  the  problems 
and  economics  of  saline  water  conversion.  In  addition,  since  large  amounts  of  low  cost  energy  are  an 
important  factor  in  producing  both  low  cost  converted  water  and  transporting  surface  water,  the  cost 
of  energy  is  directly  related  to  the  economics  of  both  water  transportation  and  conversion.  Finally,  the 
development  of  nuclear  energy  as  an  important  source  of  low  cost  energy  in  California  has  a  major 
bearing  on  the  nature  and  extent  to  which  hydroelectric  generation  can  be  incorporated  in  water  projects. 
The  state's  first  participation  in  saUne  water  conversion,  other  than  financing  research  at  the  University 
of  California,  was  with  the  federal  Office  of  Saline  Water  in  sharing  the  construction  costs  at  the  Point 
Loma  demonstration  plant  in  San  Diego.'  Since  then,  by  continuing  its  research,  development  and 
construction  activities  as  discussed  in  the  present  report,  the  State  of  California  and  other  agencies  have 
followed  a  consistent  pattern  which  will  provide  timely  information  to  make  sound  decisions  in  the 
future  when  major  new  surface  water  importation  facilities  must  be  evaluated  against  seawater  con- 
version, brackish  water  conversion,  reclamation  of  waste  waters  and  other  alternatives. 

'  The  plant  was  subsequently  dismantled  and  transferred 
b.v  the  U.S.  Navy  to  Guantanamo  Naval  Base  in  Cuba  to 
provide  a  water  supply  for  that  facility. 
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It  is  in  this  context  that  the  committee  reports  with  pride  the  accompHshments  of  the  Office  of  Saline 
Water,  the  Atomic  Energy  Commission,  the  Department  of  Water  Resources,  the  Metropohtan  Water 
District  of  Southern  California,  the  University  of  California  and  numerous  other  agencies  and  organi- 
zations. Their  activities  and  foresight  have  placed  the  State  of  California  in  the  forefront  of  developing 
saline  water  conversion  and  nuclear  technology  which  in  future  years  will  be  of  immeasurable  benefit 
to  California. 


Clair  Engle  Saline  Water  Test  Center 

During  1965  it  became  evident  that  statutory  policy  for  state  participation  in  saline  water  conversion 
was  needed  because  of  the  increasing  prospect  of  state  participation  in  such  plants.  The  1965  General 
Session  of  the  Legislature  passed  the  Cobey-Porter  Saline  Water  Conversion  Law-  which  established 
state  policy  in  the  development  and  application  of  saline  conversion  processes  for  California.  In  addition 
to  declaring  the  state's  interest  in  the  development  of  saline  conversion,  the  statute  authorizes  the 
Department  of  Water  Resources  to  cooperate  with  other  public  or  private  agencies  in  a  program  of 
investigation,  study  and  evaluation  of  saline  conversion  technology.  Departmental  construction  of  a  state 
conversion  plant  also  may  be  undertaken  after  submission  of  a  written  feasibility  report  and  specific 
legislative  authorization  and  the  department  may  participate  in  projects  with  public  and  private  agencies. 
In  a  related  bill,  the  Legislature  authorized  the  department  to  convert  the  50  percent  interest  the  state 
had  in  the  Point  Loma  Demonstration  Plant  to  a  new  test  facility  the  Office  of  Saline  Water  is  con- . 
structing  in  San  Diego.  The  department  also  was  authorized  to  distribute  the  product  water  from  the 
new  test  facility  through  transmission  facilities  it  would  construct,  provided  that  the  cost  of  constructing 
the  transportation  facilities  was  recovered  by  the  charges  for  the  water. 


I 


The  above  legislation  was  quickly  implemented.  On  August  10,  1966  a  contract  was  signed  by  the  Office 
of  Saline  Water  and  the  Department  of  Water  Resources  which  granted  the  state  a  25  percent  interest 
in  the  new  San  Diego  test  facility  which   was  subsequently  designated  the  Clair  Engle  Saline  Water- 
Test  Center.  Since  April  1966,  construction  has  been  progressing  under  a  $1,985,000  contract  awarded 
by  the  Office  of  Saline  Water  for  a  one  million  gallon  per  day  advanced  technology  demonstration  plant."' .-, 

A  contract  was  also  awarded  by  the  Office  of  Saline  Water  to  the  Fluor  Corporation  of  Los  Angeles  for 
the  design  of  a  17  million  gallon  per  day  test  module.  The  construction  contract  for  the  module  is 
expected  to  be  awarded  by  the  Office  of  Saline  Water  early  in  1967.  While  the  module  will  be  rated  at 
17  million  gallons  per  day,  the  Office  of  Saline  Water  will  actually  construct  a  cross  section  of  the 
module  for  test  purposes  which  will  produce  about  2.5  million  gallons  per  day.  This  module  cross  section 
is  expected  to  provide  the  necessary  design  data  for  scale-up  to  the  50  million  gallon  per  day  plant  to  be 
constructed  by  the  Metropolitan  Water  District  as  discussed  below. 

The  Department  of  Water  Resources  will  market  the  water  from  these  facilities,  both   of  which  are 
located  at  the  Clair  Engle  Saline  Water  Test  Center.  The  Legislature  appropriated  $350,000  in  the 
Budget  Act  of  1966   to  construct  the  product  water  transportation  facilities  and  the  Department  of  ^ 
Water  Resources  has  executed  a  contract  with  the  City  of  San  Diego  for  the  purchase  of  the  water.  I 

The  construction  plans  and  .schedules  of  the  Ofiice  of  Saline  Water  thus  propose  to  proceed  from  the 
original  Point  Loma  demonstration  plant  to  the  advanced  technology  demonstration  plant,  to  the  test 
module  and  finally  to  the  construction  of  the  50  million  gallon  per  day  design  for  the  Metropolitan 
Water  District.  The  latter,  in  turn,  will  provide  the  basis  for  improved  designs  if  the  decision  is  sub- 
sequently made  to  increase  the  capacity  to  150  million  gallons  per  day  (Phase  2)  at  the  Metropolitan 
Water  District's  plant.  Although  the  schedule  is  tight  and  includes  some  overlap,  it  contemplates  a 
ten  year  program  which  will  focus  major  attention  in  saline  conversion  developments  at  the  Clair  Engle 
Test  Center  and  at  the  Metropolitan  Water  District's  plant. 

-  Water  Code  Sec.  12945  et  .seq. 

'  The  pI.Tiit  will  operate  at  temperatures  up  to  350°  Fahren- 
heit, will  have  G(!  flashing  stages  and  a  20-1  performance 
ratio  in  contrast  to  the  10-1  performance  ratio  of  the  old 
I'oint  Loma  plant. 
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The  test  site  is  located  on  property  being  made  available  by  the  San  Diego  Gas  and  Electric  Company 
at  its  South  Bay  plant  site.  The  company  will  furnish  steam  and  electric  energy  to  the  test  facility  at 
[cost.  The  test  facility  represents  an  example  of  excellent  cooperation  between  federal,  state,  local  and 
Ij  private  interests  to  advance  the  technology  of  saline  water  conversion. 

! 

Metropolitan  Water  District  Dual  Purpose  Plant 

On  August  19,  1966,  a  memorandum  of  understanding  was  signed  by  the  Metropohtan  Water  District 
of  Southern  California  and  the  United  States  Government.  This  memorandum  provides  for  the   con- 
struction of  a   150  million  gallon  per  day  combination  power  and  desalting  plant  using  a  nuclear 
i  energy  source.  The  committee  cannot  overstate  the  importance  of  this  memorandum  because  it  forms 
i  the  basis  for  the  construction  of  a  plant  which  represents  several  of  the  committee's  objectives  since 
■  its  organization  in   1957. 

;  In  a  ten  year  period,  the  development  of  technology  in  the  field  of  saline  conversion  and  nuclear 
[  energy  has  progressed  to  the  point  that  this  plant  can  be  designed  and  constructed  to  produce  fresh 
'  water  at  a  cost  estimated  by  the  Bechtel  Corporation  at  approximately  $72  per  acre  foot  at  the  plant 
Isite  or  $88  delivered  to  the  Diemer  Filtration  Plant  of  the  Metropolitan  Water  District. 

! 

Although  the  costs  of  water  from  the  plant  will  be  higher  than  the  average  long  term  cost  of  water 
delivered  in  southern  California  by  the  State  Water  Project,  the  significance  of  the  plant  lies  in  the 
opportunity  to  utilize  it  to  test  and  develop  technology  and  evaluate  economic  factors  which  may  lead 
to  assuring  southern  California  of  a  continuing  future  supply  of  fresh  water  from  the  ocean  by  the 
construction  of  additional  conversion  plants. 

The  plant  also  demonstrates  a  commendable  and  high  degree  of  cooperation  between  the  Metropolitan 
.  Water  District  and  two  federal  agencies,  the  Office  of  Saline  Water  of  the  United  States  Department 
[of  Interior  and  the  Atomic  Energy  Commission;  two  private  utilities,  the  San  Diego  Gas  &  Electric 
I  Company  and  the  Southern  California  Edison  Company;  and  a  public  water  and  power  distribution 
agency  in  the  form  of  the  Los  Angeles  Department  of  Water  and  Power.  The  sharing  of  costs  and 
the  pooling  of  resources  by  these  agencies  represents  an  unprecedented  effort  and  without  their  whole- 
I  hearted  cooperation  the  project  could  not  be  realized. 

I  The  committee  appreciates,  from  its  previous  studies  and  its  understanding  of  developing  technology, 
I  that  the  economic  siting  of  any  large  scale  plant  which  produces  both  fresh  water  and  electric  energy 
I  using  a  nuclear  reactor  as  a  source  of  heat  is  extremely  difficult.  This  is  because  of  the  size  of  the 
I  market  required  for  both  the  relatively  high  cost  product  water  and  the  large  amounts  of  power 
j  produced,  the  complexities  of  the  interagency  cooperation  required,  and  the  fact  that  only  a  limited 
'  number  of  areas  in  the  United  States  provide  the  combination  of  the  above  factors  along  with  sufficient 
,  interest  to  finance  and  construct  such  a  plant. 

!  Although  the  feasibility  study  of  the  plant  prepared  by  the  Bechtel  Corporation  was  based  on  a  plant 
;  producing  150  million  gallons  per  day  of  product  water  the  present  plans  provide  for  a  stage  con- 
jstruction.  The  150  million  gallon  per  day  plant  will  consist  of  three  50  million  gallon  per  day  units. 

These,  according  to  the  memorandum  of  understanding,  are  to  be  constructed  in  two  phases.  Phase  1 

provides  for  the  construction  of  the  entire  power  facility  with  1,800  megawatts  of  installed  power 
,  generating  capacity,  a  50  million  gallon  per  day  desalination  plant  and  the  nuclear  reactor  for  the 
j  needed  heat  to  operate  both  the  generating  and  desalting  plants.  Phase  2  includes  the  future  construc- 
I  tion  of  the  additional   100  million  gallon  per  day  capacity.  The  final  decision  to  proceed  with  this 

phase  is  deferred  to  a  later  date  and,  if  constructed,  the  plant  will  probably  reflect  the  experience 

resulting  from  operations  under  Phase   1. 
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The  two  tables  below  show  the  breakdown  of  costs  between  the  participants  for  Phases  1  and  2.  The 
difference  in  the  tables  is  the  increased  cost  to  the  Metropolitan  Water  District  and  the  federal  gov- 
ernment for  the  increase  in  capacity  to  150  million  gallons  per  day. 

Pursuant  to  the  memorandum  of  understanding,  the  Metropolitan  Water  District  will  be  the  master 
contracting  agent.  The  Office  of  Saline  Water  and  Atomic  Energy  Commission  will  contribute  funds 
to  cover  the  necessary  research  and  experimental  features  of  the  desalting  plant  and  the  nuclear 
reactor.  The  utilities  will  finance,  construct  and  operate  all  the  generating  facilities.  The  plant  will 
consist  of  an  artificial  island  of  43  acres  to  be  constructed  off  the  Orange  County  coast,  two  pressur- 
ized or  boiling  water  reactors  supplying  steam  to  two  condensing  turbines  and  a  back  pressure  turbine 
with  gross  electrical  capacity  of  about  1,800  megawatts,  a  multistage  flash  distillation  type  desalting 
plant  capable  of  producing  150  million  gallons  per  day  of  distilled  seawater  and  necessary  auxiliary 
facilities. 

Table  I 

Metropolitan  Water  District  Sea  Water  Conversion  Plant 

Allocation  of  Investment — (1965    Price  Basis) 

First  50  million  gallons  per  day  stage 


Desalting  Plant 

Power  Components  &  Related  Facilities 

Island,  Causeway,  Land  &  Land  Rights 

(Switchyard) 
Conveyance  Facilities 
Power  Transmission 

Sub  Total 
Less  Decreased  Interest  Charge 

TOTAL  • 


Total 
'investment 

Utilities 

Investment 

(Millions 

of  Dollars) 

Government 
Contribution 

MWD 

Investment 

42.4 
235.3 

0 
213.1 

35.7 
8.5 

6.7 
13.7 

24.1 
32.1 
43.S 

0 

0 

43.8 

S.O 

0 

0 

19.1 

32.1 

0 

377.7 
-2.5 

256.9 
0 

49.2 
0 

71.6 
-2.5 

375.2 

256.9 

49.2 

69.1 

Table   II 

Metropolitan  Water  District  Sea  Water  Conversion  Plant 

Allocation  of  Investments — (1965   Price  Basis) 

150  million  gallons  per  day  plant 


Desalting 

Power  Components  &  Related  Facilities 

Island,  Causeway,  Land  &  Land  Rights 

(Switchyard) 
Conveyance  Facilities 
Power  Transmission 

Sub  Total 
Less  Decreased  Interest  Charge 

TOTAL 


Total 
Investment 

Utilities 

Investment 

(Millions 

of  Dollars ) 

Government 
Contribution 

MWD 

Investment 

107,4 
235.3 

0 
213.1 

45.7 
10.0 

61.7 
12.2 

24.1 
33.7 
43.8 

0 

0 
43.8 

S.O 

0 

0 

19.1 

33.7 

0 

444.3 
-3.6 

256.9 
0 

60.7 
0 

126.7 
-3.6 

440.7 

256.9 

60.7 

123.1 

Total  estimated  costs  are  $,375.2  million  for  the  full  power  development  and  the  initial  SO  million  gal- 
lons per  day  desalting  plant  of  Phase  I. 
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The  memorandum  of  understanding  entered  into  between  the  Metropolitan  Water  District  and  the 
federal  government  covers  participation  by  both  the  Office  of  Saline  Water  and  the  Atomic  Energy 
Commission.  It  will  be  followed  by  a  contract  between  these  parties  which  will  establish  the  details 
of  the  cooperation.  Meanwhile,  Congress  has  considered  a  bill  which  will  authorize  Office  of  Saline 
Water  participation  and  has  already  passed  legislation  to  authorize  Atomic  Energy  Commission  par- 
ticipation. The  Metropolitan  Water  District  will  eventually  sign  contracts  with  the  Los  Angeles  De- 
partment of  Water  and  Power  ( which  in  turn  may  contract  with  Glendale,  Burbank  and  Pasadena) 
for  the  financing  and  construction  of  one  of  the  electric  generating  units.  A  somewhat  similar  contract 
will  be  required  with  the  private  electric  utilities  for  the  second  generating  unit. 

At  the  present  time,  Orange  County  is  evaluating  the  recreational  potential  of  the  island  plant  site 
and  the  possibility  of  adding  a  small  craft  marina  to  it. 

The  committee  cannot  overemphasize  the  significance  to  the  state  in  the  construction  of  this  plant.  Not 
only  will  it  be  by  far  the  largest  in  the  world,  but  it  also  represents  a  major  advance  in  the  construction 
of  large  scale  saline  conversion  plants.  The  plant  will  also  offer  opportunities  to  evaluate  the  economic 
and  technical  benefits  from  mixing  converted  water  with  lower  quality  water.  In  addition,  it  will  pro- 
vide an  important  basis  for  evaluating  saline  conversion  costs  and  technology  against  the  importation 
of  large  amounts  of  additional  water  from  northern  California  or  elsewhere  when  the  expansion  of 
the  State  Water  Project  or  the  construction  of  new  importation  facilities  may  be  proposed. 

In  justifying  Office  of  Saline  Water  participation  in  the  plant,  Assistant  Secretary  of  the  Interior, 
Frank  DiLuzio,  stated  the  federal  interest  in  the  plant  to  the  Senate  Interior  and  Insular  Affairs 
Committe : 

I  should  like  to  caution  the  committee  that  the  attractive  economics  of  desalted  water  at  approxi- 
mately 21.9  cents  per  thousand  gallons,  as  estimated  by  the  BecKtel  Report,  is  only  possible  because 
of  the  size  of  the  power  plant  and  to  a  minor  extent  the  water  plant.  The  OSW  has  a  big  task 
ahead  to  reduce  the  cost  of  desalting  water  in  plants  of  5  to  25  million  gpd  or  smaller.  Inasmuch 
as  energy  represents  40-55  percent  of  the  total  cost  per  unit  of  water,  low-cost  heat  is  of  vital 
importance  to  a  desalting  plant.  In  many  instances  and  in  many  locations,  because  of  plant  size 
and  availability  of  fuel,  fossil  fuel  whether  it  be  coal,  oil,  or  gas,  will  represent  the  cheapest  source 
of  energy.  The  major  contribution  of  the  dual-purpose  reactors  for  the  MWD  plant  is  the  low- 
cost  energy  they  provide.  .  .  . 
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The  MWD  plant  provides  an  economic  breakthrough  in  desalting  because  of  the  size  of  the  power 
plant  to  meet  the  power  requirements  of  southern  California.  But  this  same  set  of  conditions  will 
not  always  be  duplicated,  and  we  must  constantly  seek  to  lower  the  cost  of  desalted  water  by 
reducing  capital  investment  and  operating  costs,  a  very  complicated  and  technically  difficult  task. 
The  data  obtained  from  the  construction  and  operation  of  the  MWD  plant  will  enable  us  to  scale 
up  or  down  with  limits  of  down  to  15  million  gpd  and  up  to  300  million  gpd,  to  meet  water  supply 
problems  as  they  develop.  Desalting  is  not  a  panacea  for  all  of  our  water  ills  but  it  is  an  alter-  j] 
native  which  cannot  be  ignored.  In  the  development  of  any  incremental  water  supply  program, 
it  must  be  considred  with  other  alternatives,  such  as  waste  water  reclamation,  so  that  the  most 
efficient  and  economical  sources  of  supply  can  be  selected  to  meet  future  water  demands.  h 

The  committee  believes  that  the  decision  by  the  Metropolitan  Water  District  to  undertake  construe-   |! 
tion  of  the   dual  purpose  plant  and  the  participation  by  the  cooperating  agencies  deserve  high  com- 
mendation. Further,  it  urges  proceeding  with  design  and  construction  of  the  plant  if  all  parties  involved 
continue  to  find  its  construction  feasible  as  work  progresses. 

Pumping  Energy  for  the  State  Water  Project 

In  its  report  of  December  1964,'  the  committee  called  the  attention  of  the  Legislature  to  the  decision 
by  the  Department  of  Water  Resources  to  proceed  jointly  with  the  Atomic  Energy  Commission  to 
construct  a  575,000  kilowatt  seed-blanket  nuclear  reactor  to  provide  a  source  of  pumping  energy  for 
the  State  Water  Project.  At  hearings  held  by  the  committee  in  1964,  inadequate  testimony  was  pre- 
sented to  permit  the  committee  to  endorse  the  use  of  this  reactor  in  the  State  Water  Project. 

The  committee's  report  used  the  term  "experimental"  to  describe  the  reactor  and  pointed  out  that  a 
reactor  of  the  type  and  size  being  proposed  had  not  previously  been  constructed.  The  committee, 
therefore,  recommended  that  the  Department  of  Water  Resources  not  make  any  commitments  for 
joint  construction  with  Atomic  Energy  Commission  of  the  seed-blanket  reactor  until  an  engineering 
review  had  been  made  comparing  the  reactor  with  other  commercially  available  reactors.  In  addition, 
negotiations  were  then  beginning  with  the  California  Power  Pool  Companies  for  the  purchase  of  project 
pumping  power  from  these  utilities  and  finally  all  available  data  on  the  power  needs  of  the  State  Water 
Project  had  not  been  fully  studied  as  recommended  in  a  report  by  the  Fluor  Corporation." 
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The  committee  advised  the  department  of  its  recommendations  and  suggested  further  study  and  nego- 
tiation. On  June  1,  1965  and  in  December  1965''  the  Department  of  Water  Resources  reported  on 
energy  sources  for  the  State  Water  Project  and  otlier  power  matters.  By  means  of  these  reports  and 
quarterly  progress  reports,  the  Legislature  has  been  kept  advised  of  the  most  important  departmental 
actions  in  the  field  of  nuclear  energy,  contracting  for  the  sale  of  State  Water  Project  power  and  con- 
tracting for  the  purchase  of  necessary  pumping  energy.  The  department  has,  during  the  past  two  years, 
complied  with  the  spirit  and  specific  requirements  of  the  requests  made  by  this  committee  and  the 
Legislature  for  information  and  additional  studies. 

In  January  1966,  the  department  and  the  Atomic  Energy  Commission  announced  that  problems  had 
arisen  in  the  core  design  of  the  seed-blanket  reactor  which  would  take  from  two  to  four  years  further 
research  and  development  work.  The  department  concluded  that  it  could  not  wait  for  such  an  extended 
period  of  time  and  has  been  proceeding  with  preliminary  work  to  construct  a  nuclear  power  plant 
,  |i  using  a  commercial  reactor  design  rather  than  the  seed-blanket  design. 

The  committee  believes  that  this  recent  decision  by  the  department  was  sound  and  that  it  justifies  the 
I  committee's  caution  concerning    the  experimental   nature  of   the  seed-blanket   reactor  as  previously 
1  expressed.  Obviously,  the  objective  of  a  breeder-reactor,  which  the  seed-blanket  reactor  design  sought 
1  j  to  achieve,  is  highly  desirable.  In  future  years  the  technical  problems  may  be  solved  and  a  breeder- 
reactor  nuclear  power  plant  may  be  built  by  the  state  or  some  other  agency. 

In  testimony  before  the  committee  on  January  13,  1966,  the  department  stated  its  intention  to  proceed 
with  the  planning,  design  and  construction  of  a  commercial  nuclear  reactor  as  a  source  of  pumping 
energy  for  the  State  Water  Project.  This  decision  reflects  the  department's  continuing  desire  to  use 
nuclear  power  and  is  in  accordance  with  further  studies  by  the  Fluor  Corporation  which  the  committee 
had  recommended  in  its  last  report. 

To  this  end  the  department  had  contracted  with  the  Fluor  Corporation  for  a  "Supplemental  Economic 
Review"  for  the  California  State  Water  Project.  This  report  was  published  in  January  1966.  It  repre- 
sented a  refinement  of  the  earlier  1964  study  by  Fluor  and  specifically  compared  the  offer  of  the  Power 
Pool  Utilities  made  in  March  1965  to  supply  power  for  a  "minimum  on-peak  method"  of  pumping 
operation  with  the  cost  of  a  state  constructed  nuclear  power  plant. 

!  j  The  results  of  the  January  1966  report  confirmed  the  findings  of  the  earlier  Fluor  report  that  a  state 
!  constructed  nuclear  reactor  and  power  plant  would  be  the  lowest  cost  source  of  pumping  energy.  An 
;  energy  cost  of  2.62  mills  per  KWH  was  estimated.  (The  committee  has  noted  that  this  January  1966 
report,  like  its  predecessor,  did  not  make  allowance  for  taxes  foregone.  This  problem  was  discussed 
fully  in  the  committee's  last  report).  As  a  result  of  the  findings  in  the  second  Fluor  report,  the  depart- 
ment is  serving  its  pumping  energy  requirements  by  integrating  the  Power  Pool  Utilities'  "minimum 
on-peak  method"  with  state  construction  of  a  nuclear  power  plant. 

'  Minimum  on-peak  means  that  the  department  will  purchase  off-peak  energy  from  the  utilities  to  cover 

'  its  pumping  needs  based  on  an  off-peak  pumping  pattern  insofar  as  possible.  Additional  energy  needs 

thereafter  will  be  met  from  the  department's  generation  at  the  aqueduct  power  drop  generating  plants, 

from  its   Canadian   Treaty  entitlements,   from   surplus   power  available   from   the   Bonneville   Power 

Administration  and  finally  from  on-peak  i:)ower  purchased   from  the  Power  Pool  Utilities. 

Initially,  the  department  will  secure  its  pumping  energy  requirements  from  the  utilities  using  the 
"minimum  on-peak  method"  of  aqueduct  operation  under  a  contract  signed  in  November  1966  with 
the  utilities  and  public  agencies  involved.  Under  the  contract,  the  department  can  give  advance  notice 
of  its  intention  to  construct  a  nuclear  power  plant  and  six  years  thereafter  reduce  its  purchases  from 
the  Power  Pool  Utilities  accordingly.  The  department  plans  to  give  such  notice  after  it  has  made  final 
plans  for  construction  of  a  nuclear  power  plant  and  to  construct  a  600  megawatt  nuclear  power  plant 

'  I'ursuant  to  HR  GiS  (1965  Regular  Session)  introduced 
by  Chairman  Porter. 
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for  initial  operation  in  1973.  In  1982,  the  department  plans  to  complete  a  second  nuclear  power  plant 
to  meet  both  the  greater  need  for  pumj^iinK  energy  because  of  increased  demand  for  project  water  and 
to  replace  power  presently  available  on  a  limited  term  basis  from  the  Pacific  Northwest.  Also,  con- 
tracts for  the  purchase  and  delivery  of  Pacific  Northwest  power   recently  have  been  executed. 

During  1966,  the  department  has  been  working  on  geologic  investigations  to  select  a  site  for  the  nuclear 
power  plant.  The  site  selection  has  been  narrowed  down  to  the  Tehachapi  Mountain  area  and  Cayucos 
on  the  San  Luis  Obispo  County  coast.  Architect-engineering  studies  on  the  plant  are  being  started 
after  which  economic  and  financial  studies  will  be  undertaken  before  a  final  decision  to  proceed  with 
construction  is  made.  The  department  is  therefore  proceeding  on  an  orderly  basis  with  its  preparation 
to  construct  a  commercial  ( rather  than  e.xperimental )  nuclear  power  plant  for  pumping  energy. 

In  September  1966,  the  department  executed  a  contract  with  the  Department  of  Water  and  Power  of 
the  City  of  Los  Angeles  for  cooperative  development  of  the  powerdrop  on  the  West  Branch  of  the 
Southern  California  Aqueduct.  Instead  of  constructing  a  7  mile,  17  foot  diameter  Angeles  Tunnel 
between  Pyramid  and  Castaic  Reservoirs  and  a  power  plant  at  Castaic  with  a  capacity  of  214  mega- 
watts, the  agreement  provides  for  joint  construction  of  a  30  foot  diameter  tunnel  and  a  pumping- 
generating  plant  with  a  peak  capacity  of  1,250  megawatts. 

Los  Angeles  will  construct  and  operate  the  power 
facilities  while  the  state  will  construct  the  water 
conveyance  and  storage  facilities.  The  city  will  fur- 
nish to  the  state  an  amount  of  power  equivalent  in 
value  to  that  which  would  have  been  generated  by 
the  214  megawatt  state  power  plant.  The  remainder 
of  the  power  will  be  used  by  the  City  of  Los  Angeles 
to  meet  its  peaking  requirements. 

The  contract  generally  calls  for  sharing  the  bene- 
fits derived  from  the  cooperative  development.  It 
appears  to  be  a  wise  investment  for  the  state  since 
the  state  can  reduce  its  capital  costs  and  eliminate 
operating  costs  at  the  power  plant.  The  construction 
of  a  1,250  megawatt  pump-back  power  plant  also 
represents  a  major  technical  advancement  in  the  use 
of  the  pump-back  concept  to  provide  necessary  peak 
capacity  for  large  urban  areas  and  the  committee 
believes  the  parties  involved  should  be  commended. 

Studies  and  negotiations  for  the  sale  of  electric 
energy  generated  by  the  State  Water  Project  at 
Oroville  are  continuing.  No  contract  for  the  sale  of 
this  power  has  yet  been  negotiated  and  the  signing 
of  a  contract  is  not  immediately  in  prospect  even 
though  studies  and  negotiations  have  been  proceed- 
ing for  many  years  and  initial  generation  is  expected 
in  1968. 

All  construction,  contract  negotiations  and  planning 
by  the  Department  of  Water  Resources  assumes 
that  the  major  transmission  and  substation  facilities 
involved  in  the  sale  or  purchase  of  State  Water  Proj- 
ect energy  will  be  supplied  by  the  electric  utilities. 
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The  committee  concurs  with  the  execution  of  the  contract  to  purchase  pumping  power  by  the  Depart- 
ment of  Water  Resources  and  the  pool  utiHties.  It  further  believes  that  the  department  should  continue 
to  evaluate  nuclear  energy  at  a  deliberate  and  cautious  pace  as  a  possible  source  of  future  pumping 
energy  for  the  State  Water  Project.  Any  decision  by  the  department  to  construct  a  nuclear  power  plant 
to  provide  future  pumping  energy  should  be  carefully  documented  by  economic,  engineering  and  other 
technical  studies,  all  of  which  should  be  fully  reported  to  the  Legislature  before  any  commitments 
are  made. 

Other  Utility  Nuclear  Generation 

The  Southern  California  Edison  Company  is  completing  construction  of  a  major  new  electric  power 
plant  using  a  nuclear  reactor  as  a  source  of  heat.  This  plant,  which  is  rated  at  about  400  megawatts, 
will  be  the  first  large  scale  commercial  generating  plant  in  California.  Construction  is  now  being  com- 
pleted at  the  site  along  Pacific  Highway  101  at  San  Onofre  near  Camp  Pendleton  in  San  Diego  and 
full  commercial  generation  is  expected  late  in  May  of  1967.  A  visitor  center  has  been  opened  to  permit 
the  public  to  observe  the  plant  and  explain  its  operation. 

Within  recent  weeks  the  Pacific  Gas  and  Electric  Company  has  announced  plans  to  construct  a  nuclear 
electric  generating  plant  at  Diablo  Canyon  in  San  Luis  Obispo  County  with  a  minimum  capacity  of 
800  megawatts.  Agreement  has  been  reached  with  interested  natural  resource  conservation  groups  and 
agencies  on  the  selection  of  the  site.  Construction  is  scheduled  to  start  soon  so  that  commercial  gen- 
eration can  begin  in  1972. 

The  Sacramento  Municipal  Utility  District  has  also  announced  plans  to  construct  a  nuclear  gener- 
ating plant  in  the  range  of  500  to  750  megawatts.  A  site  has  been  purchased  in  southeastern  Sacramento 
County  and  initial  operation  is  planned  for  1973. 

As  a  result  of  the  foregoing  developments,  four  nuclear  generating  plants  of  very  large  size  are  being 
prepared  for  construction  or  are  under  construction  in  California.  The  state's  proposed  plant  for  pump- 
ing energy  would  add  a  fifth  plant  to  the  list.  Of  course,  several  smaller  plants  are  already  in  operation. 
The  committee  believes  that  the  development  of  nuclear  energy  in  the  state  is  proceeding  at  a  gratifying 
pace.  It  is  clear  that  the  large  scale  generation  of  electric  energy  using  nuclear  reactors  for  a  source 
of  heat  has  become  feasible  in  California  and  a  new  era  of  technological  development  in  supplying 
energy  has  arrived. 

Reverse  Osmosis  Development 

In  recent  years,  much  attention  has  been  given  to  the  reverse  osmosis  process  on  which  the  University 
of  California  did  much  of  the  early  research  and  development  work.  Since  then,  field  work  has  been 
started  by  the  University  (as  discussed  below),  the  Office  of  Saline  Water  has  been  financing  further 
work  and  several  industrial  firms  have  been  working  on  the  development  of  commercial  applications 
for  the  process.  Illustrative  of  the  industrial  development  work  is  that  by  General  Atomic  Division  of 
General  Dynamics  at  both  Pomona  and  San  Diego.  A  simplified  explanation  of  the  reverse  osmosis 
process  is  shown  below. 

At  the  time  of  its  hearing  in  San  Diego  on  January  1966,  the  committee  visited  the  test  work  of  the 
City  of  San  Diego  and  General  Dynamics  at  the  city's  new  Point  Loma  Treatment  Plant.  The  project 
had  just  started  operation  but  preliminary  results  indicated  that  the  process  has  excellent  application 
for  waste  water  reclamation  in  that  it  removes  both  mineral  and  other  impurities  and  did  not  show 
significant  indications  of  clogging  due  to  the  organic  impurities  in  the  waste  water  being  used  as  feed 
water. 

General  Dynamics  is  also  experimenting  with  the  reverse  osmosis  process  at  Pomona  for  reclamation 
of  waste  water.  In  an  April  1965  report  the  firm  claimed  significant  progress  and  considerable  success 
in  applying  the  process  to  waste  water  although  some  problems  with  flow  loss  due  to  deposits  collecting 
on  the  membrane  material  and  blocking  of  membrane  pores  occurred.  Cost  projections  based  on  the 
waste  water  reclamation  experiments  at  Pomona  produced  estimates  for  a  10  million  gallon  per  day  ' 
plant  operating  within  a  range  of  $0.13  to  $0.25  per  million  gallons  per  day,  depending  on  several 
assumptions  regarding  membranes  used  and  construction  and  operating    factors. 

'  About  10,000  acre-feet  a  year. 
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Reverse  Osmosis 

"The  reverse  osmosis  process  holds  promise  of 
significantly  reducing  the  cost  of  converting 
saline  water.  This  is  so  because  the  system  is 
inherently  simple  and,  unlike  many  other  proc- 
esses, no  phase  change  is  involved,  reducing 
energy  costs  to  an  extremely  low  value  .  .  ." 

Report  to  the  President.  Spptcmlici-  22,  1904,  U.S.  De- 
partment of  the  Interior,  in  collaboration  with  the  U.S. 
Atomic  Energy  Commission. 

What  Is  Reverse  Osmosis? 

When  a  semipermeable  membrane,  permeable 
to  water  but  not  to  dissolved  solids,  is  placed 
between  a  concentrated  solution  and  a  dilute 
solution,  water  diffuses  through  the  membrane 
into  the  more  concentrated  solution.  When 
pressure  is  applied  to  the  more  concentrated 
solution,  this  flow  of  water  can  be  retarded  or 
even  reversed. 
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Fig.  2.  Reverse  Osmosis  - 


-  Flow  reversed  by  application  of  pres- 
sure to  high  concentralion  solution. 


The  development  and  packaging  of  special  mem- 
brane material  is  crucial  to  the  practical  success  of 
reverse  osmosis.  The  approach  to  the  reverse  osmosis 
process  is  centered  around  the  use  of  a  compact, 
spiral-wound  membrane  module.  With  this  design, 
several  hundred  square  feet  of  membrane  surface 
area  can  be  accommodated  in  one  cubic  foot  of  pres- 
sure vessel  volume,  minimizing  unit  sizes  and  costs. 


Research  at  the  University  of  California 

The  University  of  California  has  continued  its  research  program  to  develop  new  methods  for  the  con- 
version of  brackish  and  ocean  waters.  Of  particular  interest  during  the  past  two  years  has  been  the 
testing  of  a  large  laboratory  model  at  Coalinga  of  the  reverse  osmosis  process.  The  plant  has  generally 
exceeded  initial  expectations.  The  life  of  the  one  inch  tubes  used  has  been  good,  having  lasted  more 
than  one  year  compared  to  the  anticipated  six  month  period.  The  membranes  themselves  have  been 
improved  and  in  January  the  experiment  was  considered  by  the  University  to  be  a  success. 

Work  is  presently  underway  to  test  two  inch  tubes  at  Coalinga  after  which  consideration  will  be  given 
to  the  possibility  of  testing  the  process  on  sea  water.  The  Coalinga  test  has  demonstrated  the  feasi- 
bility of  the  reverse  osmosis  process  on  waters  of  medium  salinity  but  an  evaluation  of  its  competitive- 
ness with  other  processes  has  not  been  made. 

Negotiations  are  underway  by  the  University  and  the  Office  of  Saline  Water  to  solve  a  number  of 
difficult  patent  problems  on  the  reverse  osmosis  process  and  other  equipment. 
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New  Horizons  in  California  Water  Development 


destroys  beauty  and  menaces  health, 
n  on  efficiency,  reduces  property 
raises  taxes. 
j^ttr  we.  wait  to  act,  the  greater  the 
'Spd  the  larger  the  problem.  .  . 

F'resident  Lyndon  B.  Johnson 
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Water  Quality  Control 

Background 


The  final  section  of  this  report  will  discuss  the  third  major  element  in  proper  management  and  control 
of  our  water  supplies,  that  of  water  pollution  and  water  quahty  control.  Nationwide  it  has  become 
obvious  that  the  protection  of  water  supplies  from  pollution  through  water  quality  control  programs 
must  receive  top  priority  in  water  resources  development. 

Fortunately,  in  California,  vigorous  action  to  control  water  pollution  came  early.  After  extensive  legisla- 
tive study  the  State  Water  Quality  Control  Act  (  Dickey  Act)  was  enacted  by  the  Legislature  in  1949.  An 
immediate  program  of  pollution  clean-up  was  undertaken  by  the  nine  Regional  Water  Pollution  Con- 
trol Boards  established  by  the  Act. 

Since  that  time  remarkable  progress  has  been  made  in  cleaning  up  California  waters  and  keeping  them 
clean  through  the  construction  of  water  pollution  control  works  by  municipalities,  public  districts  and 
other  public  agencies,  together  with  the  installation  of  waste  treatment  facilities  by  business  and 
industry. 

Thus,  early  efforts  in  this  regard  have  resulted  in  the  problem  now  being  much  less  serious  here  than 
in  many  other  areas  of  the  United  States,  which  have  lagged  considerably  behind  in  water  pollution 
control. 

This  was  indicated  by  a  recent  nationwide  public  opinion  poll  in  which  the  question  was  asked  whether 
or  not  the  lakes,  streams  and  rivers  of  the  area  were  polluted.  In  the  Eastern  United  States  almost 
three-fourths  of  the- persons  contacted  felt  that  the  waters  were  polluted  "a  lot".  However,  the  response 
in  the  Western  United  States  was  in  marked  contrast  with  only  a  little  more  than  one-third  answering 
this  question  in  the  affirmative.  Four  times  as  many  westerners  as  easterners  felt  that  there  was  only 
a  little  or  no  pollution  at  all  in  their  areas. 
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As  experience  with  the  early  phases  of  our  water  pollution  control  program  developed,  it  became  appar- 
ent that  enforcement  procedures  of  the  law  had  deficiencies.  After  further  legislative  study  major 
changes  in  the  water  pollution  control  law  were  enacted  by  the  Legislature  in  1959  and  since  that  time 
more  than  4,000  waste  discharge  rquirements  have  been  established  by  nine  regional  boards. 

Since  1949  more  has  been  accomplished  in  water  pollution  control  in  California  than  in  all  the  pre- 
ceding years.  The  amount  spent  by  dischargers  for  pollution  control  facilities  during  this  period  is  well 
over  $1  billion.  This  includes  several  thousand  industrial  waste  treatment  plants  and  775  community 
treatment  plants.  Of  the  16  million  people  now  served  by  community  sewerage  systems  in  California, 
less  than  one-tenth  of  one  percent  are  without  sewage  treatment.  The  few  small  communities  discharg- 
ing raw  sewage  will  soon  join  those  with  treatment  facilities.' 

Since  1959  emphasis  has  gradually  changed  from  the  narrower  concept  of  pollution  to  the  broader 
concept  of  water  quality  control.  The  Legislature  responded  by  granting  broad  water  quality  control 
policy  authority  to  the  State  Board  in  1963  and  to  the  Regional  Boards  in  1965. 

Concurrent  with  California's  recent  increased  emphasis  on  water  pollution  and  water  quality  have  been 
major  efforts  by  other  states  and,  in  particular,  by  the  federal  government.  The  Congress  has  responded 
to  the  pollution  challenge  by  enacting  legislation  requiring  establishment  of  water  quality  objectives 
by  all  states  for  interstate  waters  and  by  pumping  billions  of  dollars  of  federal  financial  assistance  ^ 
into  state  and  local  water  quality  control  programs. 

As  a  result  of  these  efforts,  it  is  generally  agreed  that  the  State  of  California  has  the  finest  water  pol-  ; 
lution  control  program  in  the  nation.  As  Secretary  of  the  Interior  Udall  indicated  recently, 

No  other  state  has  finer  pollution  control  regulation  and  procedures. 

No  other  state  does  more  to  protect  the  quality  of  its  waters. 

California  is  out  ahead  in  nearly  every  aspect  of  water  management.  It  is  out  ahead  in  planning, 
and  out  ahead  in  action.  It  is  out  ahead  in  construction  and  it  is  out  ahead  in  exploring  far  fron- 
tiers of  knowledge  in  water  conservation. - 

Although  California  does  have  an  excellent  water  pollution  control  record,  the  rapid  growth  of  our  ^ 
State  requires  greater  emphasis  on  water  pollution  and  water  quality  control  and  there  are  several  areas  j 
in  the  state  in  urgent  need  of  major  water  pollution  control  efforts.  Two  of  the  most  important  problems 
are  protection  of  Lake  Tahoe  and  the  development  of  the  master  plan  for  pollution  control  in  the  San 
Francisco  Bay-Delta  area.  Another  area  in  need  of  immediate  attention  and  study  is  Clear  Lake. 
Special  programs  for  San  Francisco  Bay  and  Lake  Tahoe  were  developed  by  the  Legislature  in  recent 
years  and  are  discussed  below. 

The  key  to  effectiveness  of  any  water  pollution  control  program  is  the  ability  to  provide  physical  facili- 
ties to  treat  wastes.  Regulations,  policies,  and  enforcement  of  requirements  are  not  enough  if  munici- 
palities and  industries  do  not  construct  adequate  treatment  facilities.  Construction  requires  bond  issues 
and  generation  of  local  support  to  abate  pollution.  Remarkably  successful  examples  in  California  inj 
this  regard  have  been  numerous.  The  $50  million  San  Diego  Metropolitan  sewerage  system  is  an  out-  | 
standing  example  of  community  leadership  in  coordination  with  the  Regional  Board  serving  the  area. 

'  Statement  of  Resources  Agency  Administratoi-  to  Presi- 
dent's Water  Pollution  Control  Advisory  Board,  San 
Diego,  April  22,  196G. 

-'  Statement  at  dedication  of  Sunol  Filtration  Plant,  San 
Franci.sco,  October  15,  1966. 
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The  prevention  of  pollution  of  water  supplies  for  municipal,  domestic  and  agricultural  use  is,  of  course, 
only  one  purpose  of  a  fully  successful  pwllution  control  program.  Our  recreation,  our  fish  and  wildlife 
resources  and  our  state's  natural  beauty  also  must  be  preserved  as  California  strives  to  improve  its 
water  pollution  and  water  quality  control  programs. 

In  the  report  that  follows  the  Committee  will  discuss  a  number  of  areas  concerning  water  pollution  in 
which  further  action  is  needed  now. 


Lake  Tahoe 

The  Lake  Tahoe  area  pollution  problem  involves  both  the  North  Shore  area  and  the  South  Shore  area 
of  the  Lake,  including  development  in  Nevada  and  California.''  (See  map,  page  44.) 

At  the  present  time  both  areas  use  two  principal  methods  of  sewage  disposal:    1)   direct  discharges 
•  into  the  underground  through  cesspools  and  septic  tanks,  and  2)  collection  through  a  sewerage  system, 
i  treatment,  and  land  disposal   within   the   Basin.   Neither  method  of  sewage  disposal  eliminates  the 
presence  in  the  effluent  of  nitrates  and  phosphates.  These  two  elements  cannot  be  completely  removed 
1  even  by  the  most  advanced  waste  treatment  plant  in  the  world,  the  tertiary  treatment  plant  of  the  South 
I  Tahoe  Public  Utility  District.  It  is  these  nutrients  which  cause  the  growth  of  algae  in  the  Lake,  and 
which,  if  not  prevented  from  reaching  the  Lake,  will  eventually  destroy  the  alpine-blue  color  of  the 
Lake  through  the  process  of  eutrophication,  which  is  the  process  of  the  gradual  aging  and  discolora- 
tion of  a  lake. 

Although  the  growth  of  algae  in  the  Lake  is  the  principal  pollution  problem,  there  are  other  problems 
such  as  those  resulting  from  land  developments  on  the  shore. 

Virtually  all  authorities  have  concluded  that  removal  of  as  much  sewage  as  possible  from  the  Lake 
Tahoe  Basin  is  essential.  The  enforcement  conference  held  at  Lake  Tahoe  by  the  Federal  Water  Pol- 
lution Control  Administration  in  July,  1966,  was  the  latest  statement  of  the  need  for  export.  At  that 
meeting  Federal  and  State  officials  agreed  that  Lake  Tahoe  is  not  polluted  in  the  usual  sense  of  the 
word  in  that  there  are  no  direct  discharges  of  untreated  sewage  into  Lake  Tahoe  today.  However,  the 
phosphates  and  nitrates  which  are  not  filtered  out  during  sewage  treatment  still  get  into  the  Lake. 
While  they  may  be  of  insignificant  consequence  in  some  water  bodies,  they  will  eventually  cause  irre- 
parable damage  in  Lake  Tahoe.  It  is  essential  for  the  maintenance  of  the  beauty  of  the  Lake,  for 
the  economy  of  the  area  and  the  welfare  of  the  people  using  the  area,  that  these  nutrients  not  enter 
the  Lake.  In  lieu  of  development  of  facilities  to  remove  these  nutrients  from  the  effluent,  the  problem 
is  to  finance  the  special  export  facilities  required.  Export  outside  the  drainage  area  of  the  Lake  is  the 
only  guarantee  at  present  that  these  nutrients  cannot  seep  back  into  the  Lake  from  land  disposal  as 
they  do  today. 

Prior  Legislation 

j  During  the  1965  Session  of  the  Legislature  attention  was  concentrated  on  the  South  Shore  area.  A 
state  loan*  from  the  General  Fund  of  $1.8  million  was  authorized  to  the  South  Tahoe  Public  Utility 
District  to  build  the  facilities  then  estimated  to  be  needed  for  export  from  the  Lake.  It  was  expected 
then  that  this  loan,  together  with  local  funds  would  be  sufficient.  The  1965  legislation  also  created  the 
Sanitation  Authority  Act,^  an  enabling  act  for  local  creation  of  sanitary  authorities.  At  the  same  time, 
the  Legislature  also  created  the  Lake  Tahoe  Joint  Study  Committee,**  composed  of  representatives  from 
both  California  and  Nevada  to  develop  plans  for  a  bi-state  entity  to  provide  effective  governmental 
action  to  control  many  problems  involved  in  the  urban  development  of  the  Lake  area.  This  Committee 

[  will  report  to  the  1967  Legislature. 

'  '  A  short  history  of  pollution  problems  at  the  Lake,  The  Pollution  of  Lake  Tahoe,  November,  1965,  is  included  in 

the  Committee's  Sta£f  Report.   See  also   the  report  of  Engineering   Science,   Inc.,   Lake   Tahoe   Disposal  Study, 
1962-63,  prepared  for  the  Lake  Tahoe  Area  Council.  An  interesting  short  study  is  Carl  Praster  and  Cameron 
Wolfe,  Jr.,  "Lake  Tahoe :  The  Future  of  a  Natural  Asset,  Land  use,  water,  and  pollution,"  52  California  Law 
Review,  563  (August,  1964). 
'SB  1149  (Lunardi). 

'■  Division  22,  Water  Code,  AB  2618  (Chappie) . 
'SB  149  (Lunardi). 
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The  1966  Legislative  Action  Program 

The  thrust  of  the  Lake  Tahoe  Program  which  was  enacted  at  the  1966  Session  was  two-fold:  First,  to 
provide  financing  for  export  projects;  Second,  to  provide  new  laws  to  make  effective  the  full  sewering 
of  Lake  Tahoe. 

South  Shore  Area 

South  Tahoe  Pubhc   Utility  District 
(Cnllfornia) 

Until  the  Legislative  Action  Program  was  developed,  there  were  two  major  obstructions  to  the  con- 
struction of  the  South  Tahoe  export  line:  1)  the  procurement  of  a  suitable  disposal  area  for  the  treated 
effluent  outside  the  Basin,  and  2 )  the  financing  of  the  expensive  facilities  needed. 

The  South  Tahoe  Public  Utility  District,  serving  the  South  Tahoe  area,  developed  a  number  of  plans 
for  alternative  export  lines  outside  the  Basin.  However,  none  of  the  proposed  export  sites  was  satis- 
factory to  the  areas  receiving  the  effluent. 

In  the  fall  of  1965  the  South  Tahoe  Public  Utility  District  announced  the  proposed  discharge  would 
be  made  into  Hope  Valley  in  Alpine  County.  This  proposal  met  the  nearly  unanimous  disapproval  of 
the  people  of  Alpine  County  who  preferred  a  discharge  site  in  another  area  of  the  County.  The  County 
of  Alpine  responded  to  the  proposal  by  enacting  three  ordinances  '  to  thwart  the  district  plan.  One 
ordinance  would  have  prohibited  discharges  from  any  sewer  system  serving  more  than  3,000  persons 
and  originating  outside  the  county.  A  second  would  have  prohibited  all  discharges  except  in  selected 
portions  of  Alpine  County,  including  Hope  Valley.  The  third  ordinance  established  the  County  Board 
of  Supervisors  as  a  Water  Quality  Control  Board  with  powers  similar  to  those  of  Regional  Water  Quality 
Control  Boards. 

Following  this  action  Chairman  Porter  requested  an  opinion  on  the  validity  of  the  ordinances  from  the 
Attorney  General.  On  February  8,  1966,  the  Attorney  General  ^  held  that  "the  Water  Quality  Control 

■  Xos.  255,  256,  257. 
» Opinion  Xo.  G.5-306. 
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Act  does  not  preclude  county  officials  from  adopting  and  enforcing  regulations,  in  addition  to  discharge 
requirements  of  the  Regional  Water  Quality  Control  Boards,  from  imposing  further  conditions,  restric- 
tions, or  limitations,  not  in  conflict  with  the  requirements  of  the  regional  boards".  As  a  result  of  this 
conclusion  the  ordinance  establishing  the  County  as  a  Water  Quality  Control  Board  and  the  ordinance 
prohibiting  waste  discharges  in  certain  portions  of  the  county,  including  Hope  Valley  were  valid.  The 
Attorney  General  held  that  the  third  ordinance  flatly  prohibiting  discharge  of  wastes  originating  outside 
the  county  was  unreasonable  and,  therefore,  invalid.  The  Attorney  General  relied  upon  the  provisions 
qf  the  State  Water  Quality  Control  Act  providing  that  "no  provision  of  this  division  or  any  wording  of 
the  State  Water  Quality  Control  Board  or  Regional  Water  Quality  Control  Board  is  a  limitation: 
a)  on  the  power  of  a  city  or  a  county  to  adopt  and  enforce  additional  regulations  not  in  conflict  therewith 
imposing  further  conditions,  restrictions,  or  limitations  with  respect  to  the  disposal  of  sewage  and  in- 
dustrial waste  or  any  other  activity  which  might  result  in  the  pollution  of  water,  b)  on  the  power  of  any 
city  or  county  to  declare,  prohibit  and  abate  nuisances."  As  a  result  of  negotiations  initiated  by  the 
members  of  the  Committee  from  the  area  involved  agreement  was  reached  with  officials  of  Alpine  County 
in  early  1966  for  disposal  of  South  Lake  Tahoe  sewage  in  Alpine  County  near  Diamond  Valley,  a  disposal 
^  site  compatible  with  the  Alpine  ordinances.  This  agreement  was  the  major  breakthrough  which  made 

i  possible  the  action  now  being  taken  on  an  export  program  for  the  South  portion  of  the  Lake. 

i| 

Following  the  general  agreement  with  Alpine  County,  the  way  was  clear  for  the  South  Tahoe  Public 

Utility  District  to  embark  upon  an  export  program,  including  a  29-mile  export  line  over  Luther  Pass 

J  to  Alpine  County,  enlargement  of  its  tertiary  treatment  plant  capacity  and  other  system  improvements. 

The  export  line  from  the  treatment  plant  to  the  summit  of  Luther  Pass  is  now  under  construction  and 
will  be  completed  prior  to  September,  1967.  Additions  to  the  treatment  plant  to  increase  the  capacity 
of  the  plant  from  2.5  to  7.5  million  gallons  per  day  including  primary,  secondary  and  tertiary  treat- 
ment are  also  under  construction. 

From  Luther  Pass  to  Diamond  Valley  in  Alpine  County  the  pipeline  will  have  a  design  capacity  of 
15  million  gallons  per  day.  Construction  of  this  portion  of  the  line  will  also  be  completed  by  September, 
1967. 

At  the  terminus  of  the  pipeline  the  district  will  construct  the  Indian  Creek  Dam  and  Reservoir.  The 
3,500  acre  foot  facility,  to  be  located  3^  miles  east  of  Woodfords,  will  be  an  860  foot  long  rock  and 
earth  fill  structure  63  feet  high  above  stream  bed.  The  reservoir  will  have  a  maximum  surface  area  of 
165  acres. 

The  project  will  provide  one  of  the  first  comprehensive  uses  of  reclaimed  and  purified  waste  waters 
for  recreation  and  will  mark  a  pioneer  accomplishment  in  waste  water  reclamation.  Few,  if  any  other 
areas  have  natural  beauty  such  as  Lake  Tahoe  that  requires  such  advanced  waste  treatment  and  com- 
plete export. 

The  service  area  of  the  South  Tahoe  District  currently  is  approximately  10,000  acres,  half  of  which 
are  now  sewered.  The  district  anticipates  developing  basic  trunk  sewers  and  pumping  stations  neces- 
sary to  serve  the  remainder  of  its  area.  The  existing  District  sewerage  system  includes  over  170  miles 
of  sewers,  serving  4,500  acres,  and  representing  about  15,000  equivalent  residential  lots.  Approximately 
60%  of  the  existing  single  family  residences  and  mobile  homes  are  now  connected  to  the  District  system. 
During  1967  all  developed  areas  served  by  the  existing  system  will  be  connected.  The  growth  of  the 
Lake  Tahoe  area  is  reflected  in  the  quantities  of  sewage  treated  by  the  District  and  the  quantity  of 
wastes  estimated  to  be  treated  through  the  year  2000.  In  1962  the  total  sewage  treated  was  374  million 
gallons.  In  1966  that  total  had  risen  to  800  million  gallons.  It  is  expected  to  reach  2  billion  gallons  a 
year  in  1980  and  3.8  billion  gallons  in  the  year  2000. 

Although  the  current  treatment  plant  expansion  will  be  adequate  for  a  decade,  additional  expansion 
will  be  needed  between  1975  and  1980. 
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Table  III 

Financial  Summary 
Tahoe  Public   Utility  District 


Treatment  Plant  enlargement 
Export  line  to  Luther  Pass 

Financing 
District  Bonds 

Grant-Federal  Water  Pollution 
Control  Administration   (PL-7S3) 
Grant-Federal  Economic 
Development  Administration 

Total 

Alpine  County 

Pipeline  to  Indian  Creek  Reservoir  (est.) 
Indian  Creek  Dam  and  Reservoir  (est.) 

Financing 

State  Loan 

Grant-Federal  Water  Pollution 

Control  Administration  (PL-660,  30%) 

Total 


Project 

Financing 


$1,650,000 

500,000 

3,253,000 

$5,403,000 


$1,800,000 

990,000 

$2,790,000 


Cost 

$3,200,000 
2,092,000 


$5,292,000 

$1,700,000 
1,600,000 


$3,300,000 
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To  finance  the  district  program,  SB  17  (Porter-Teale,  1966  First  Extraordinary  Session)  reauthorized 
the  $1.8  million  loan  originally  enacted  in  1965  which  would  have  expired  in  April,  1966,  if  the  exten- 
sion had  not  been  granted.  This  legislation  required  that  the  loan  proceeds  are  to  be  used  exclusively 
for  the  Alpine  portion  of  the  export  line  to  assure  its  construction.  The  bill  also  specified  that  the 
terminus  be  at  Diamond  Valley,  the  location  suitable  to  Alpine  County. 

As  can  be  seen  from  Table  III  (page  44)  financing  is  not  complete  on  the  Alpine  County  portion  of  the 
project.  The  District  hopes  to  obtain  necessary  federal  funding  of  onshore  recreation  facilities  at  the 
Indian  Creek  Dam  and  Reservoir.  This,  in  turn  will  make  the  project  eligible  for  a  Davis-Grunsky 
grant  for  part  of  the  construction  costs  of  the  terminal  dam  and  reservoir. 

The  total  estimated  cost  of  the  project  is  now  $8.5  million.  This  is  an  increase  of  more  than  $2  million 
over  the  estimate  of  January,  1966.  Part  of  the  increase  has  come  from  an  escalation  in  construction 
costs  attributable  to  inflation.  As  a  result  of  the  increase  the  District  has  committed  an  additional 
$500,000  in  bonds,  bringing  the  total  of  district  bonds  to  more  han  $1.5  million. 

The  great  state  and  national  interest  in  preservation  of  the  beauty  of  the  Lake  has  been  frequently 
discussed.  The  Lake  has  been  termed  a  "national  asset".  The  responsibility  for  its  preservation  rests 
with  the  state  and  federal  governments  as  well  as  with  local  county  and  municipal  governments. 

In  view  of  the  urgent  need  for  successful  completion  of  the  Lake  Tahoe  Project,  the  Committee  rec- 
ommends that  the  Legislature  take  all  possible  steps  to  assure  the  completion  of  the  Project  including 
the  dedication  of  additional  state  funds  *  necessary  to  complete  the  project  on  schedule.  The  Committee 
believes  that  the  solution  of  the  Lake  Tahoe  water  pollution  problem  by  complete  export  is  one  of  the 
most  significant  pollution  control  developments  in  the  history  of  the  State,  and  is  absolutely  essential 
if  we  are  to  preserve  for  future  generations  the  priceless  beauty  of  Lake  Tahoe. 

The  second  thrust  of  the  legislative  action  program,  that  is,  the  complete  sewering  of  the  Lake,  was 
embodied  in  SB  22  (Porter-Teale,  1966,  First  Extraordinary  Session).  This  bill  required  that  all 
.  unsewered  septic  tanks,  cess  pools,  and  other  means  of  local  sewage  disposal  within  the  Lake  Tahoe 
Basin  be  abandoned  as  soon  as  1 )  a  local  sewage  system  has  been  constructed  and,  2)  export  facilities 
are  available.  This  bill  applies  to  both  the  North  and  South  Shore  areas  within  California.  It  will 
guarantee  that  the  entire  Lake  will  eventually  be  completely  sewered  so  that  no  local  discharges  will 
remain  to  permit  nutrients  to  reach  the  Lake. 

jj  Douglas  County  Sewer  Improvement  District 

"  (Nevada) 

Since  1953,  the  South  Tahoe  Public  Utility  District,  under  contract  with  the  Douglas  County  Sewer 
Improvement  District  No.  1,  has  provided  sewer  treatment  and  disposal  for  the  area  in  Nevada  located 
adjacent  to  the  California-Nevada  Stateline. 

I,  In  1965  the  Douglas  County  District  entered  into  an  agreement  with  the  Round  Hill  General  Improve- 
i  ment  District  in  Douglas  County,  Nevada,  to  provide  a  joint  sewage  collection  treatment  and  export 
';  system  which  will  be  located  entirely  within  the  State  of  Nevada.  The  export  system  includes  pumping 
•  facilities  and  a  50  million  gallon  reservoir.  The  capacity  of  the  facilities  will  be  3  million  gallons  per 
;  day  with  future  expansion  to  six  million  gallons  per  day. 

I  Sewage  collected  in  both  the  Round  Hill  District  and  the  Douglas  County  District  will  be  treated  in 
a  plant  located  near  Round  Hill  and  will  be  exported  over  Dagget  Pass  and  discharged  into  an  un- 
.  named  tributary  of  Dagget  Creek  where  it  will  flow  by  gravity  to  a  point  of  discharge  in  the  Carson 
■  River. 

The  financing  of  the  project,  which  is  now  under  construction  and  will  cost  $6  million,  is  as  follows: 

I  Douglas  County  Sewer  Improvement  District  No.  1  $3,000,000  (general  obligation  bonds) 

Round  Hill  General  Improvement  District  $1,500,000  (special  assessment  bonds) 
Federal  Water  Pollution  Control  Administration  (PL  660)  $1,500,000 

The  Nevada  Districts  contemplate  adding  additional  areas  within  Douglas  County  and  in  the  Lake 
Tahoe  Basin  to  the  service  area  of  the  existing  districts.  It  is  estimated  that  the  600,000  gallons  per 

*  Mr.    Collier   concurs   in    this   recommendation    provided 
such  assistance  is  in  the  form  of  a  loan. 
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day  average  flow  at  the  present  time  will  increase  to  750,000  in  1968  and  by  1980  the  average  summer 
flow  will  be  3  million  gallons  per  day,  at  which  time  expansion  to  6  million  gallons  per  day  is  antici- 
pated. This  capacity  should  be  adequate  for  the  district  through  the  year  2000. 

North  Shore  Area  Tahoe  City  and  North  Tahoe 

Public  Utility  Districts 
(Cilifornia) 

Concurrent  with  the  development  of  an  export  program  for  the  South  Shore  of  Lake  Tahoe  two  districts   j 
serving  the  North  Shore  area  have  joined  together  in  a  joint  export  project  for  that  area.  The  Project 
includes  the  North  Tahoe  Public  Utility  District  and  the  Tahoe  City  Public  Utility  District  with  service 
areas  that  are  located  within  the  Tahoe  Basin.  A  third  district,  the  Truckee  Sanitary  District  may  also 
join  although  it  has  a  service  area  which  is  outside  of  the  Lake  Tahoe  Basin. 

The  Tahoe  City  and  North  Tahoe  Districts  have  together  developed  a  basic  export  program  which 
will  cost  nearly  $16  million.  The  regional  sewage  plan  for  the  North  Shore  will  bring  all  wastes  to 
Tahoe  City  where  wastes  will  be  conveyed  by  gravity  along  the  Truckee  River  to  a  point  downstream   I 
from  Truckee  where  the  wastes  will  be  treated.  j, 

Effluent  from  the  treatment  plant  would  be  pumped  to  land  disposal  areas  above  the  treatment  plant,  r 
which  are  located  outside  the  Lake  Tahoe  Basin.  Effluent  would  percolate  from  that  point  into  the 
ground,  eventually  returning  to  the  Truckee  River.  Although  downstream  water  users  in  Nevada  have 
vigorously  protested  the  project,  California  and  Nevada  pollution  and  public  health  experts  are  unani- 
mous in  their  findings  that  the  project  will  not  adversely  affect  these  users  (which  include  Reno, 
Sparks  and  other  Nevada  cities). 

The  ultimate  population  of  the  area  to  be  served  by  the  project  is  220,000  and  a  staged  development 
has  been  scheduled.  The  following  table  indicates  the  cost  to  each  District  of  phase  1  of  the  Project. 

North  Tahoe  and  Tahoe  City  Public  Utility  District  Project 

(Phase   1) 
Year  North  Tahoe  Tahoe  City  Total 

1967  $2,000,000  $925,000  $2,925,000 

1968  1,000,000  2,600,000  3,600,000 

1969  _   1,000,000  1,600,000  2,600,000 

1970  •   1,000,000  1,700,000  2,700,000 

1971  930,000  1,650,000  2,580,000 


$5,930,000  $8,475,000  $14,405,000 

Financing  of  the  Project  was  aided  by  an  initial  state  loan  of  $2  million  available  in  the  1967-68  fiscal 
year.''  This  bill  was  another  part  of  the  Legislative  Action  Program  for  Lake  Tahoe.  As  a  condition  of 
receiving  the  loan  the  Legislature  required  that  all  areas  within  the  service  area  of  the  two  districts  be 
annexed  to  one  of  the  two  districts  in  order  to  provide  complete  coverage  of  the  North  Shore  area 
within  California.  The  legislation  described  in  the  previous  section  of  this  report  (SB  22)  mandating 
connection  to  sewers  whenever  facilities  are  available  applies  to  the  North  Shore  area  as  well  as  to  the 
South  Shore  area. 

The  following  table  shows  the  ultimate  disposal  requirements  of  the  North  Tahoe  Public  District  and 
Tahoe  City  Public  Utility  District. 

North   Shore  Sewage  Disposal  Requirements 

(g.illons  per  day) 
Year  North  Tahoe  Tahoe  City  Total 

1966  500,000  170,000  670,000 

1980  3,500,000  5.000,000  3,500,000 

To  date  financing  of  the  program  includes  $2.9  million  in  bond  issues  already  approved  overwhelmingly 
by  voters  of  both  the  Tahoe  City  Public  Utility  District  and  the  North  Tahoe  District.  The  present 
uncommitted  bonding  capacity  of  the  two  districts  is  approximately  %2.i  million.  Together  with  the 
State  loan  of  $2  million,  it  can  be  seen,  however,  that  considerable  additional  funds  will  be  required  to 
complete  the  Project. 

"  Sr!  !)S  (Tc.nle)  ;uiil  SB  107  (Teale). 
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One  major  source  of  additional  financing  for  this  Project  will  be  Federal  Public  Law  660,  as  amended 
in  1966.  The  amount  of  federal  funds  available  for  the  project  would  have  been  extremely  limited  under 
the  previous  law  since  no  individual  project  could  receive  a  grant  of  more  than  $1.2  million.  It  is  now 
anticipated  that  a  full  30^/c  of  the  total  construction  costs  will  be  available  from  the  Federal  Govern- 
ment since  the  maximum  was  removed  by  Congress  in  1966.  These  additional  funds  will  narrow  the 
gap  between  available  and  needed  funds  for  this  Project. 

The  Committee  believes,  however,  that  there  is  an  urgent  need  for  export  from  the  North  Shore  area 
and  recommends  that  the  Legislature  in  the  future  may  need  to  provide  additional  state  financing  '■- 
of  export  facilities  to  assure  the  success  of  this  project  in  order  that  the  total  sewering  of  the  Lake  and 
export  of  all  wastes  can  be  achieved. 

San  Francisco  Bay-Delta  Study 

In  its  December  1964  report^"  the  Water  Committee  Subcommittee  on  Water  Pollution  evaluated  the 
need  for  an  extensive  study  of  the  water  quality  problems  in  the  San  Francisco  Bay  and  the  relation- 
ship of  the  proposed  San  Joaquin  Valley  Master  Drainage  System  to  such  bay  area  problems  now  and 
in  the  future.  The  subcommittee  recommend  an  extended  study  of  the  entire  problem  area  in  order  to 
'  determine  the  effects  of  and  the  best  solution  to  any  problems  which  might  occur  both  from  the  dis- 
charge of  San  Joaquin  Valley  waste  waters  and  the  continued  increase  in  waste  discharges  from  the 
San  Francisco  Bay  area  itself. 

During  the  1965  General  Session,  the  Legislature 
enacted  AB  2380  (Porter)  "  which  authorized  a 
study  of  the  above  problems  and  represents  bold  ac- 
tion by  the  state  to  comprehensively  plan  to  meet 
problems  before  they  become  acute.  The  area  in- 
volved in  the  study  represents  nearly  40%  of  Cali- 
fornia's land  area.  The  development  of  a  pollution 
control  program  for  it  is  essential  to  the  future  of 
the  entire  state.  Like  Lake  Tahoe,  the  Bay  is  one  of 
California's  great  natural  assets.  The  adjacent  Delta 
and  Valley  areas  include  major  industrial  complexes 
and  some  of  the  State's  richest  and  most  productive 
agricultural  land. 

The  objective  of  the  3-year  study  is  to  recommend 
a  comprehensive  program  for  regional  waste  collec- 
tion, treatment  and  disposal  for  the  entire  area,  in- 
cluding recommendations  for  construction  and  fi- 
nancing of  the  Master  plan  and  provision  for  a  gov- 
ernmental entity  to  operate  it. 

The  Committee  was  convinced  from  its  work  that  the 
i  study  should  be  made  by  the  State  Water  Quality 

Control  Board.  Other  prospective  state  agencies 
)  which  might  have  made  the  study,  such  as  the  De- 
(jpartment  of  Water  Resources,  had  a  direct  interest 
i  in  the  construction  of  the  San  Joaquin  Valley  Master 

Drain  or  else  did  not  have  the  broad  responsibilities 

for  water  pollution  and  water  quality  control  that 

the  State  Water  Quality  Control  Board  possesses. 

Although  there  was  considerable  discussion  and  some 

opposition  among  state  agencies  to  authorizing  the 

study  by  the  State  Board,  the  Committee  firmly  con- 
cluded that  the  State  Board  was  the  proper  agency  „.  .      ,.  ,  .•  •,  i 

r^      r-  ID        J  ^.  jij.     (^'uiiipj.   eoncur.s    ill    this    recommeiulatioii    provided 

!  to  perform  the  study.  such  assistance  is  in  the  form  of  a  loan. 

'"  Assembly  Interim  Committee  Reports,  Vol.  26,  No.  11. 
j  '1  Chapter"l3.51,  Statutes  of  196.5. 
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Accordingly,  AB  2380  authorized  the  State  Board  to  undertake  the  study.'-  f 

In  view  of  the  broad  interest  in  the  Bay-Delta  study  and  the  responsibilities  of  numerous  federal,  state 
and  local  agencies,  a  complex  mechanism  was  provided  in  AB  2380  to  assure  consultation  with  the 
interested  agencies  and  to  enlist  their  assistance  and  cooperation  whenever  possible.  In  particular,  the 
bill  sought  to  encourage  local  government  to  carry  out  its  full  responsibilities  by  providing  for  local 
study  of  the  waste  collection  and  treatment  facilities  needed  to  tie  in  with  the  master  system  to  be 
studied  under  AB  2380.  The  bill  also  required  an  emphasis  on  the  possibilities  of  utiHzing  waste  water 
reclamation  in  the  Plan. 

In  February  of  1966,  the  State  Water  Quality  Control  Board  reported  to  the  Legislature  its  findings 
on  the  scope  and  details  of  the  proposed  study  and  the  Legislature  appropriated  $1,078,000  for  the 
study  for  fiscal  year  1966-67.  Because  the  February  1966  report  of  the  state  board  and  other  informa- 
tion available  from  interested  state  and  local  agencies  did  not  provide  assurances  that  full  coordination 
among  all  agencies  would  be  effected,  the  Legislature  added  limiting  language  to  the  above  appropria- 
tion requiring  that  any  contract  expenditure  exceeding  $10,000  in  amount  should  be  certified  by  the 
Resources  Agency  Administrator  and  concurred  in  by  the  Director  of  Finance,  with  a  copy  furnished 
to  the  Joint  Legislative  Budget  Committee  (Legislative  Analyst),  that  optimum  coordination  with  all 
agencies  of  government  had  been  accomplished. 

In  July,  1966,  the  State  Board  selected  a  Project  Director  for  the  study  and  at  this  time  he  has  nearly 
completed  recruiting  a  staff.  However,  not  until  the  fall  of  1966  was  substantial  work  on  the  study 
undertaken.  Although  delays  in  approving  the  Budget  Act  of  1966  were  partially  responsible  for  setting  ; 
back  the  starting  date  for  the  study,  considerable  interagency  discussion  and  disagreement  on  adminis-  -i 
trative  details  further  delayed  initiation  of  the  project.  As  a  result,  not  until  November  3,  1966,  did  I 
the  State  Board  appoint  Kaiser  Engineers  as  the  master  contractor  for  the  program.  An  interim  contract 
of  $25,000  was  signed  with  Kaiser  Engineers  to  enable  that  firm  and  its  associated  contractors  and  con- 
sultants to  begin  structuring  the  management  system  for  the  program,  to  develop  detailed  work  plans 
and  estimates  of  costs  for  work  to  be  done  as  well  as  development  of  a  plan  for  optimum  coordination 
of  the  work  with  other  governmental  organizations.  In  theory,  this  was  to  have  been  accomplished  by 
the  report  of  the  State  Board  issued  in  February  1966. 

To  date,  it  is  still  uncertain  how  the  details  of  the  Bay-Delta  study  will  be  fully  coordinated  with  the 
various  interested  federal,  state  and  local  agencies  of  government.  Until  such  details  are  developed, 
the  Committee  cannot  be  certain  that  the  original  objectives  of  AB  2380  are  being  met.  Meanwhile,  it  | 
appears  that  the  State  Board  is  proceeding  along  the  general  lines  prescribed  in  AB  2380  with  the  type  ■' 
of  investigation  and  execution  of  work  contracts  contemplated  by  AB  2380  but  that  for  various  reasons 
nearly  a  year's  delay  has  occurred  in  getting  the  detailed  work  underway. 

In  making  the  above  evaluation,  the  Committee  is  aware  of  the  serious  problems  confronting  the  State 
Board  in  securing  agreement  and  making  program  decisions.  The  fundamental  problems  confronting  the  i 
State  Board  are  outlined  more  fully  in  the  Committee's  report  recommending  the  creation  of  a  State  •' 
Water  Resources  Control  Board.  Under  a  smaller,  full-time  board,  consisting  of  members  without  pri- 
mary allegiance  to  other  departments,  the  direction  of  a  study  such  as  the  Bay-Delta  investigation  could 
proceed  more  effectively  and  expeditiously  than  has  been  the  case  to  date. 

The  State  Board  will  present  a  progress  report  to  the  Legislature  in  January  which  will  more  fully  dis- 
cuss the  details  of  the  work  and  the  progress  made. 

In  addition,  it  has  been  noted  that  under  Section  3  (c)(1)  and  Section  5  (a)(2)  of  the  Federal  Water 
Pollution  Control  Act,  as  amended  in  1966,'''  the  Bay-Delta  Study  appears  to  qualify  for  federal  finan- 
cial assistance.  The  Committee  recommends  that  the  state  fully  explore  these  possibilities  before  request- 
ing additional  state  appropriations. 

'- Tlip  LoKisIaturc  appropriated  .ttlOO.OOO  from  the  (ieneral 

Fund  (to  which  was  added  .fTO.OOO  in  federal  money)  for 

initial  worlc  in  outlining  the  scope  and  the  contents  of  the 

study. 

'■'  Pli  H>.)-7r,X 
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Water  Resources  Control  Board 

On  November  17,  1966,  the  Committee  held  a  hearing  on  the  Assembly  Water  Committee  Staff  Study 
entitled  A  Proposed  Water  Resources  Control  Board  for  California.  This  study  (dated  July  1966)  was 
I  released  by  the  Committee  for  public  discussion.  The  study  proposed  the  creation  of  a  new  agency,  a 
I  "Water  Resources  Control  Board,"  which  would  consolidate  the  existing  independent  State  Water 
Rights  Board  with  the  State  Water  Quality  Control  Board  and  add  the  functions  of  Supervision  of 
Safety  of  Dams  and  the  Watermaster  Service  Administration,  both  functions  of  which  are  now  in  the 
Department  of  Water  Resources.  The  Regional  Water  Quality  Control  Boards  would  remain  unchanged. 

The  hearing  on  the  Water  Resources  Control  Board  indicated  strong  and  virtually  unanimous  support 

for  the  proposed  consolidation  of  the  State  Water  Rights  Board  with  the  State  Water  Quality  Control 

'  Board.  One  of  the  most  significant  criticisms  of  the  proposal,  as  will  be  noted  later,  came  from  witnesses 

who  did  not  believe  the  proposal  included  as  extensive  a  reorganization  as  their  thinking  indicated  might 

■  be  appropriate.  In  addition,  several  witnesses  indicated  reservations  or  tentative  positions  of  opposition 
to  the  proposed  transfer  of  the  Supervision  of  Safety  of  Dams  and  the  Watermaster  Services  Administra- 

■  tion  from  the  Department  of  Water  Resources  to  the  new  board.  Therefore,  the  Committee  proposes  the 
following  modifications  to  the  staff  study: 

1.  The  Administrator  of  the  Resources  Agency  opposed  direct  control  of  the  executive  officer  and 
the  board  staff  by  the  proposed  board.  Instead,  he  proposed  that  the  executive  officer  and  the 

''  staff  be  responsible  to  the  line  of  supervision  emanating  from  the  Governor's  Office.  The  Com- 

mittee could  not  determine  how  such  a  relationship  would  work  in  practice  and  most  other  wit- 
nesses including  representatives  of  the  Little  Hoover  Commission  indicated  that  it  would  be 
preferable  to  have  the  executive  officer  and  the  staff  fully  responsible  to  the  board.  The  Com- 
mittee concurs  with  this  view. 

2.  The  Committee's  attention  was  called  to  several  instances  in  which  the  report  refers  only  to  the 
State  Water  Quality  Control  Board  and  does  not  specifically  mention  the  Regional  Boards.  In 
general,  the  reference  to  the  State  Board  was  intended  to  include  by  inference  the  Regional 
Boards.  Therefore,  the  concern  of  various  witnesses  that  the  proposed  Water  Resources  Control 
Board  would  downgrade  the  role  of  the  Regional  Boards  is  largely  a  problem  of  semantics  and 
such  a  view  does  not  represent  the  intent  of  the  report.  For  example,  the  proposed  amendment 
to  Section  13003  of  the  Water  Code,  as  set  forth  at  the  bottom  of  page  59  in  the  Appendix  to 

I  the  staff  study  states,  "It  is  the  intent  of  the  Legislature  that  the  State  Water  Resources  Control 

Board  and  each  Regional  Water  Quality  Control  Board  shall  be  the  primary  state  agencies  in 
the  field  of  water  pollution  and  water  quality  control."  This  proposed  amendment  to  the  Water 
Code  specifies  the  relationship  proposed  and  the  text  of  the  staff  study  should  be  read  in  this 
context. 

3.  The  organization  chart  on  page  38  of  the  staff  study  shows  the  Regional  Water  Quality  Control 
Boards  in  a  subordinate  position  to  the  Division  of  Water  Quality  Control  and  the  executive 
officer.  This  relationship  is  not  the  equivalent  of  the  somewhat  similar  designation  shown  for 
the  proposed  Division  of  Safety  of  Dams  and  the  Division  of  Water  Rights  and  their  respective 
Los  Angeles  offices.  In  the  latter  two  cases,  the  Los  Angeles  offices  are  entirely  subordinate  to 
the  division.  In  the  case  of  the  Regional  Water  Quality  Control  Boards,  the  relationship  does 
not  subordinate  decisions  on  program  and  policy  but  rather  is  intended  to  show  the  existing 
relationship  in  the  Water  Code  under  which  certain  administrative  and  budgetary  functions  of 
the  individual  regional  boards  are  consolidated  and  managed  by  the  staff  of  the  State  Water 
Oualitv  Control  Board  in  Sacramento  in  order  that  a  unified  administrative  entity  may  exist. 
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The  Committee  contemplates  no  change  in  the  substantive  relationship  between  the  Regional 
Boards  and  the  new  State  Water  Resources  Control  Board  from  that  already  existing  in  the 
Water  Code  between  the  Regional  Boards  and  the  State  Water  Quality  Control  Board.  A  revi- 
sion of  the  organization  chart  will  be  made  to  show  a  more  direct  relationship  between  the 
regional  boards  and  the  new  State  Water  Resources  Control  Board  while  the  relationship  to 
the  Division  of  Water  Quality  Control  will  be  a  dotted  rather  than  a  solid  line. 

4.  Questions  have  been  raised  about  the  possible  field  unification  of  activities  involving  water  qual- 
ity, water  pollution  and  water  rights.  This  Committee  recognizes  that  such  relationships  may 
develop  and  that  some  revision  of  field  organization  might  be  appropriate  in  the  future.  The 
possible  future  field  relationships  are  not  clear  at  this  time  and  the  Committee  believes  that  the 
Board  should  have  some  operating  experience  before  trying  to  specify  them  and  welcomes  rec- 
ommendations from  the  new  State  Water  Resources  Control  Board  and  others. 

5.  The  Resources  Agency  Administrator  proposed  that  the  Legislature  establish  an  Environmental 
Resources  Control  Board  instead  of  the  State  Water  Resources  Control  Board.  Such  a  proposal 
goes  beyond  that  contemplated  at  present  by  the  Committee,  and  in  the  sense  that  it  involves 
air  pollution  and  other  functions  which  are  not  the  responsibility  of  the  Assembly  Water  Com- 
mittee, is  beyond  the  jurisdiction  of  the  Committee.  The  Committee  believes  that  the  proposed 
Water  Resources  Control  Board  provides  an  appropriate  and  complete  relationship  between' 
water  quality  and  water  quantity. 

6.  The  League  of  California  Cities  and  the  Eel  River  Association  advanced  concepts  of  a  broader-; 
organization  which  might  include  the  establishment  of  a  line  department  including  all  aspects^ 
of  water  quality  work,  whether  currently  performed  by  the  Department  of  Public  Health,  thej: 
Department  of  Fish  and  Game,  the  Department  of  Water  Resources  or  the  State  Water  QuaHty 
Control  Board.  Such  proposals  go  considerably  beyond  the  present  study  by  the  Committee  and 
contemplate  new  concepts  which  were  only  tentatively  advanced  by  the  witnesses  and  which 
have  not  been  considered  in  detail  by  the  Little  Hoover  Commission,  the  Committee  and  other'' 
groups.  I 

The  proposal  by  the  League  of  California  Cities  for  consolidation  of  water  quality  functions  inii 
a  line  department  is  based  largely  on  the  study  by  Water  Resources  Engineers,  Inc.^  The  Com- 
mittee reviewed  this  report  during  the  1963-64  interim  and  published  its  conclusions  in  Decem- 
ber, 1964.-  The  Committee  found  that  one  of  the  most  important  elements  considered  in  the. 
Water  Resources  Engineers  Study  was  the  need  for  coordinated  handling  of  water  quality  data 
and  the  development  of  a  common  program  framework  for  budgeting  water  quality  investigations 
and  related  work.  The  Resources  Agency  Administrator  had  indicated  in  1964  that  he  planned 
to  pool  data  processing  and  develop  within  the  Resources  Agency  a  common  framework  for  water 
quality  control  activities.  On  page  60  of  the  Subcommittee  report  there  was  included  a  request 
for  a  brief  memorandum  report  from  the  administrator  every  six  months  to  detail  progress  being' 
made  in  this  direction.  Such  reports  have  not  been  received  and  to  date  the  Committee  is  unaware 
of  any  progress  being  made  in  this  direction.  The  implementation  of  such  coordination  is  essen-, 
tial  for  economy  in  the  conduct  of  the  state's  water  quality  work.  Simultaneously  the  type  of'' 
information  which  can  be  secured  from  such  coordination  could  be  a  major  step  in  the  direction 
of  implementing  the  views  of  the  League  of  California  Cities  as  well  as  providing  a  basis  for^ 
further  consideration  of  their  proposal. 

7.  Local  agencies  participating  in  the  Watermaster  Services  Administration  function  in  Southern' 
California  questioned  whether  the  reorganization  would  provide  for  continuity  of  personnel  per- 
forming the  functions  and  whether  increased  costs  for  double  overhead  from  both  the  Depart- 
ment of  Water  Resources  and  the  new  Water  Resources  Control  Board  would  be  charged  to 
them.  The  Committee's  draft  legislation  would  transfer  the  entire  function  to  the  new  Water 
Resources  Control  Board.  This  would  include  personnel  and  should  require  only  the  substitution, 
of  the  Water  Resources  Control  Board's  overhead  costs  for  the  overhead  costs  of  the  Depart- 
ment of  Water  Resources.  The  Committee  has  asked  the  State  Water  Rights  Board  to  compute 

'  An  Interagency  System  for  Water  Quality  Management, 
November  30,  19G2. 

'  Reports  of  Suhcotnmittee  on  Water  Pollution,  Assembly 
Interim  Committee  Report.i,  Volume  26,  No.  11. 
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the  possible  overhead  costs  for  the  proposed  new  board  based  on  the  functions  which  the  Com- 
mittee has  proposed.  The  data  are  not  yet  available  but  it  would  appear  that  the  overhead  costs 
of  the  new  board,  when  spread  over  the  new  activities  of  the  board,  should  not  increase  costs 
for  watermaster  service.  A  definitive  conclusion  on  this  point  is  not  available  at  present. 

8.  Several  witnesses  tentatively  proposed  that  the  function  of  Supervision  of  Safety  of  Dams  be 
retained  in  the  Department  of  Water  Resources,  or  suggested  a  need  for  more  limited  change. 
The  Department  of  Water  Resources  strongly  opposed  its  transfer.  Considerable  testimony  of 
the  above  witnesses  centered  on  the  engineering  nature  of  the  work  involved  and  questioned 
whether  the  proposed  board  would  be  in  a  position  to  decide  the  complex  engineering  matters 
involved  in  the  supervision  of  safety  of  dams.  The  role  of  the  new  board  is  not  contemplated 
to  include  making  decisions  on  detailed  and  complex  engineering  matters.  It  is  the  role  of  the 
proposed  board  to  review  and  provide  a  forum  for  public  discussion  of  the  policies  involved  in 
the  supervision  of  safety  of  dams. 

The  public,  at  present,  is  generally  unaware  of  the  policy  problems  which  the  Department  of  Water 
.Resources'  engineers  must  now  decide  based  on  their  best  judgment,  on  their  views  and  skilled  knowl- 
■dge  of  the  technical  problems  involved  and  the  probable  public  reaction  to  any  possible  hazards  or 
isks.  Customarily,  the  owners  and  constructors  of  dams  arrive  at  an  agreement  with  the  department's 
jngineers  on  differences  of  opinion  regarding  safety  matters.  The  department's  engineers  of  course 
ilways  retain  the  right  to  exercise  the  state's  police  authority  and  to  forbid  construction  practices  or 
,0  deny  approval  for  designs  which  it  concludes  are  unsafe.  However,  under  the  present  methods  of 
Operation,  the  real  parties  at  interest,  that  is  the  persons  living  downstream  from  the  project  or  who 
Work  or  own  property  in  an  area  subject  to  the  possibility  of  damage  from  the  failure  of  a  dam,  are 
generally  unaware  of  the  problems  and  are  represented  only  through  the  ability  of  the  department's 
engineers  to  anticipate  their  possible  concerns. 

One  of  the  advantages  to  be  achieved  by  transferring  the  supervision  of  safety  of  dams  to  the  proposed 
'iVater  Resources  Control  Board  is  that  more  public  awareness  and  public  attention  to  the  hazards 
nvolved  in  construction  of  projects  could  be  obtained.  In  addition,  a  forum  could  be  provided  for  the 
■eal  parties  at  interest  downstream  from  the  project  to  make  their  views  known  with  regard  to  any 
oossible  hazards. 

Possible  conflicts  of  interest  within  the  Department  of  Water  Resources  could  occur  from  the  construc- 
:ion  of  projects  by  the  department  which  the  supervision  of  safety  of  dams  personnel  must  approve. 
There  is  no  evidence  that  this  possible  conflict  has  created  any  major  problems  although  difficulties  have 
occurred.  The  delegation  of  authority  from  the  director  to  the  Supervision  of  Safety  of  Dams  function 
for  approval  of  departmental  projects  does  not  necessarily  provide  the  safeguards  which  are  implied 
by  the  department  since  personnel  in  the  supervision  for  safety  of  dams  function  in  all  other  respects 
^re  directly  responsible  to,  and  supervised  by,  the  department's  chief  engineer. 

In  the  final  analysis,  the  real  authority  lies  in  the  Director  of  Water  Resources  who  can  require  both 
,the  chief  engineer  and  the  supervision  of  safety  of  dams  personnel  to  undertake  hazardous  activities 
iif  he  should  desire.  The  transfer  of  the  director's  authority  to  the  Resources  Agency  Administrator  or 
even  to  the  Governor  would  not  fully  eliminate  the  problem  but  would  only  make  any  possible  conflict 
piore  remote  from  the  ultimate  decision  maker.  There  is,  of  course,  no  reason  to  believe  that  the  depart- 
ment is  any  less  interested  in  the  safety  of  dams  than  other  state  employees  or  boards.  On  the  contrary, 
the  department  must  assume  full  responsibility  for  failure  of  their  own  projects  whereas  it  assumes  no 
responsibility  for  the  failure  of  other  projects. 

Alternatives  to  the  proposed  transfer  may  exist.  It  is  possible  that  a  revision  in  procedures  in  the  Water 
Code  could  improve  the  supervision  of  safety  of  dams  function  by  adding  staff  hearings  or  notice  of 
possible  hazards.  It  is  also  possible  that  the  California  Water  Commission  could  be  given  authority  to 
hold  hearings  or  to  approve  after  public  hearings  certain  actions  which  involve  possible  hazardous  con- 
ditions. The  Committee  recommends  that  further  consideration  be  given  to  this  matter  and  that  those 
witnesses  who  presented  tentative  testimony  to  the  Committee  give  the  problem  further  and  more  defini- 
jtive  analysis  in  the  light  of  the  discussion  above. 
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The  Committee  concludes  that  the  rationale  for  the  proper  organizational  placement  of  the  supervision 
of  safety  of  dams  function  either  in  the  Water  Resources  Control  Board  or  its  retention  in  the  depart- 
ment is  still  incompletely  developed.  Under  these  circumstances,  the  public  interest  would  seem  to 
control  and  to  suggest  transfer  of  the  function  to  the  new  board  pending  any  other  suggestions  for 
improvement  in  order  that  more  public  attention  and  awareness  of  the  hazards  as  well  as  an  opportu- 
nity for  public  hearings  could  be  provided. 

In  summary,  the  Committee  concludes  that  strong  support  exists  for  the  organization  of  a  Water 
Resources  Control  Board  and  recommends  its  adoption  by  the  Legislature* 

The  Need  for  Legislation  Amending 
The  State  Water  Quahty  Control  Act 

The  Committee  conducted  a  thorough  study  of  the  State  Water  Quality  Control  Law  during  the  interim^ 
to  determine  what  changes,  if  any,  are  necessary  for  California  to  meet  the  additional  obligations  oi 
recent  federal  legislation  and  In  order  to  bring  the  State  up-to-date  in  order  that  California  can  continue 
to  lead  the  nation  in  the  control  of  water  pollution. 

In  a  response  to  a  request  from  the  Committee  in  July,  1966,  the  Administrator  of  Resources  devel- 
oped a  16  point  legislative  program  which  aimed  primarily  at  enforcement  provisions  of  the  State  Water 
Quality  Control  Law.  Much  of  the  program  developed  was  based  upon  the  State's  experience  at  Lake 
Tahoe. 

The  Committee  carefully  reviewed  the  Administrator's  proposals  at  a  hearing  held  on  November  16 
1966,  and  agrees  that  some  of  the  changes  in  the  Water  Quality  Control  Law  are  necessary  at  this  time 
The  existing  procedures  are,  however,  generally  satisfactory  when  one  considers  the  basic  features  ol 
our  program  and  the  Committee  does  not  believe  that  evidence  or  testimony  shows  that  a  major  over 
haul  is  warranted  at  this  time.  The  Committee,  however,  docs  recommend  action  by  the  Legislature  ii 
the  j allowing  areas: 


1.  Enforcement  Procedures 


The  Committee  received  considerable  testimony  suggesting  that  enforcement  procedures  of  the  Statf, 
Water  Quality  Control  Act  are  cumbersome  and  slow.  In  examining  carefully  the  record  of  enforcemeni 
over  the  years,  however,  the  Committee  believes  that  while  some  changes  in  the  enforcement  procedurt 
are  necessary,  the  drastic  modification  suggested  by  the  Administrator  in  establishing  waste  dischargf^ 
requirements  pursuant  to  the  Administrative  Procedure  Act  are  unnecessary  and,  in  fact,  would  hindei, 
rather  than  improve  enforcement.  j 

Since  the  State's  aggressive  enforcement  program  began  in  1959,  4,360  discharge  requirement  order;^ 
were  issued  by  the  nine  Regional  Water  Quality  Control  Boards.  In  only  20  cases  was  it  necessary  t( 
issue  a  cease  and  desist  order  to  stop  violation  of  these  requirements.  Satisfactory  settlement  of  thest 
cases  was  achieved  in  most  instances  and  there  are  only  two  cases  where  the  State's  petition  for  a  coun 
order  to  correct  pollution  has  been  denied.  One  of  these  denials  involved  the  South  Tahoe  Public  Utilitj' 
District  in  which  the  condition  complained  of  had  been  corrected  prior  to  the  final  judgment.  Therefore 
there  was  no  need  for  court  action. 

The  Committee  believes  that  the  existing  enforcement  procedures  have  been  working  well.  Problem: 
do  arise  in  the  following  situations,  however. 

First,  prompt  enforcement  is  not  always  possible  because  of  the  occasional  time  consuming  procedure;' 
involved  in  obtaining  a  cease  and  desist  order  prior  to  initiating  court  action.  To  correct  this  problev 
the  Committee  recommends  that  a  Regional  Board  be  authorized  to  dispense  with  the  cease  and  desis 
order  and  go  directly  to  court  when,  in  its  judgment,  suck  action  is  imperative  to  prevent  irreparabl 
and  immediate  damage  to  the  receiving  waters.  This  recommendation  should  provide  regional  board.| 
with  sufficient  flexibility  to  enable  them  to  meet  varying  conditions. 

*  Mrs.  Davis  concurs  provided  that  the  cost  of  water  master  service  is  reduced  under  the  new  board. 
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Second,  the  current  procedure  of  requiring  court  enforcement  to  be  prosecuted  by  the  local  District 
:\ttorney  often  results  in  delay.  In  addition,  a  number  of  District  Attorneys  have  indicated  that  because 
jf  the  frequent  multi-county  nature  of  pollution  problems,  the  obligation  of  prosecuting  such  actions 
s  an  unreasonable  burden  on  their  counties. 

[n  order  to  provide  additional  flexibility,  the  Committee  recommends  that  the  Attorney  General  of 
California  be  authorized  to  prosecute  court  actions  on  behalf  of  regional  boards  upon  a  finding  of  the 
Regional  Board  when  the  local  District  Attorney  is  unwilling  to  do  so.  As  under  existing  law,  if  the  local 
District  Attorney  undertakes  such  a  prosecution  but  does  not  act  diligently,  the  Attorney  General  would 
:ontinue  to  have  the  authority  to  step  in  and  prosecute  the  action  under  Government  Code  Section  12SS0. 
Third,  the  key  to  the  Administrator's  enforcement  proposal  was  that  any  appeal  either  to  the  State 
Board  or  to  the  Court,  over  the  validity  of  a  waste  discharge  requirement,  be  initiated  within  a  short 
Deriod  such  as  30  days  after  establishment.  Thus,  if  at  a  future  time  a  Regional  Board  undertook  court 
lection  to  prevent  violation  of  a  requirement,  the  court  would  have  before  it  only  the  question  of  whether 
W  not  the  requirement  was  being  violated  and  would  not  be  permitted  to  litigate  the  validity  of  the 
•equirement. 

VTany  witnesses  (including  the  State  Water  Quality  Control  Board)  testified  to  the  Committee  that 
such  a  drastic  action  at  this  time  is  unnecessary  and  perhaps  unwise.  They  agreed  that  more  than  likely 
such  a  change  would  cause  a  number  of  court  actions  at  the  time  of  initial  establishment  of  requirements, 
ffhile  today  such  actions  are  not  generally  necessary.  They  also  pointed  out  that  changed  conditions 
;in  either  the  discharge  or  in  the  receiving  waters)  may  have  occurred  between  the  time  of  original 
establishment  of  the  requirements  and  the  time  of  enforcement.  This  may  require  a  reconsideration  of 
he  waste  discharge  requirements  (either  by  the  Board  or  the  Court)  prior  to  effective  enforcement  in 
iny  event.  For  these  reasons  the  Committee  cannot  recommend  adoption  of  the  Administrator's  pro- 
ijosed  modification  of  the  laiv. 

However,  the  Committee  believes  that  two  technical  changes  in  the  law  will  improve  court  enforcement 
orocedures.^  At  the  court  enforcement  proceedings  there  are  two  issues  before  the  court:  1)  Is  the  waste 
discharge  requirement  being  violated?  and  2)  Is  the  waste  discharge  requirement  reasonable?  The  Com- 
iiittee  recommends  first  that  the  existing  law  be  clarified  so  that  when  injunctive  relief  is  sought  by  a 
''egional  water  quality  control  board  as  a  means  of  enforcing  its  discharge  requirements,  the  validity  and 
reasonableness  of  the  discharge  requirement  will  not  be  an  issue,  unless  it  is  contested  by  the  discharger. 
If  the  discharger  contests  the  validity  or  reasonableness  of  the  discharge  requirement,  the  burden  of 
troving  the  discharge  requirement  invalid  or  unreasonable  rests  upon  him  and  in  the  absence  of  his 
being  able  to  persuade  the  court  by  a  preponderance  of  the  evidence  that  such  requirement  is  invalid  or 
'mreasonable  the  injunction  must  be  granted.  Of  course,  the  board  must  prove  first  that  the  requirement 
was  duly  established  and  that  the  discharger  actually  violated  it. 

Ks  under  existing  law,  any  changed  conditions  subsequent  to  establishment  of  the  requirement  will  still 
fesult  in  full  consideration  by  the  court  of  the  validity  of  the  requirements  and  challenges  to  the  validity 
of  requirements  would  still  be  made  at  time  of  enforcement  action.  In  addition,  a  court  can  always  issue 
^  temporary  injunction  pendente  lite  if  litigation  will  be  prolonged.  This  clarification  should  not  alter 
the  excellent  current  relationship  between  dischargers  and  the  enforcement  Boards,  which  is  based  largely 
ipn  education,  negotiation  and  persuasion. 

;ro  further  expedite  enforcement,  the  Committee  also  recommends  that  the  law  be  amended  to  require 
he  court  to  decide  an  enforcement  case  promptly  (within  30  days). 

fourth,  the  Administrator,  the  Department  of  Fish  and  Game  and  the  Department  of  Public  Health 
-strongly  supported  the  changes  in  enforcement  discussed  in  the  above  paragraphs.  One  of  the  reasons 
for  such  strong  support  appeared  to  arise  from  the  fact  that  the  limitations  imposed  on  the  regional 
Doards  by  the  Water  Code  at  present  require  them  to  act  individually  on  each  waste  discharge.  How- 

'  To  review  enforcement  procedures:  1)  The  ReKional  Board  first  establislies  waste  discharge  requirements;  2)  at 
any  time,  these  may  be  protested  by  the  discharger  and  an  appeal  taken  to  the  State  Board;  3)  the  decision  of  the 
State  Board  can  be  reviewed  by  a  court  upon  request  of  the  discharger;  4)  later,  if  the  Regional  Board  believes 
there  is  a  violation  of  the  requirement,  the  Board  may  issue  a  cease  and  desist  order  and  then,  if  the  violation 
continues,  apply  to  a  court  for  an  injunction  to  stop  the  discharge  contrary  to  the  requirement. 
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ever,  the  Department  of  Public  Health,  for  example,  establishes  general  rules  and  regulations  in  the 
exercise  of  its  responsibilities  to  control  contamination  and  public  health.  j 

The  authority  to  establish  general  rules  and  regulations  for  waste  dischargers  has  not  been  granted  tc 
the  regional  boards.  This  means  that  processing  by  the  regional  boards  of  individual  waste  discharge 
requirements  is  time  consuming  and  expensive  from  the  administrative  point  of  view.  In  addition 
theoretically  each  waste  discharge  requirement  could  be  litigated  in  an  enforcement  procedure  whereas 
in  a  contamination  abatement  proceeding  the  general  rule  of  the  Department  of  Public  Health  would 
be  litigated  and  if  supported  by  the  court  would  be  enforceable  without  litigation  in  all  subsequent 
similar  applications  of  the  rule. 

Spokesmen  for  the  regional  boards  when  questioned  indicated  to  the  Committee  that  simplified  pro 
cedures  and  improved  enforcement  could  result  from  granting  authority  to  the  boards  to  establish  wast« 
discharge  requirements  by  general  rules  and  regulations  for  different  classes  of  waste  dischargers.  Whilt 
such  rule  making  authority  at  first  appeared  desirable,  further  study  indicates  that  somewhat  similai 
improvement  in  administrative  procedures  could  be  achieved  by  more  effective  use  of  the  authorit> 
already  granted  to  the  regional  boards  to  establish  water  pollution  control  policy.  Thus,  by  more 
extensive  use  of  policy  statements  and  by  placing  more  specific  language  in  the  policy  statements  alonj 
with  enumerating  certain  quantitative  limitations  on  discharges  which  will  be  included  in  certain  type; 
of  classes  of  waste  discharge  requirements,  the  regional  boards  can  improve  the  efficiency  and  effective 
ness  of  their  operations. 

With  the  addition  of  the  enforcement  changes  discussed  above,  the  enforcement  of  individual  wasti 
discharge  requirements  becomes  easier  while  the  enhanced  use  of  policy  statements  will  assist  the  regiona^ 
boards  in  classifying  and  managing  individual  waste  discharge  requirements.  In  addition,  the  prospectiv( 
waste  discharger,  unless  he  has  an  unusual  waste  discharge  problem,  will  be  assisted  in  anticipating  am 
understanding  the  requirements  he  will  have  to  meet.  The  Committee  recommends  that  the  regiona 
boards  make  the  most  effective  use  possible  of  present  authority  to  establish  water  pollution  contra 
policy  before  the  Legislature  considers  giving  them  rule  making  authority. 

2.  Construction  Practices 

The  Administrator  and  the  Department  of  Fish  and  Game  pointed  out  to  the  Committee  that  frequentl; 
construction  of  roads  and  other  public  works  results  in  damage  to  streams  and  pollution  of  the  wate 
through  added  turbidity.  Although  many  counties  have  strict  regulations  governing  such  constructioi 
practices  in  urban  areas,  frequently,  in  other  areas  of  the  State  both  temporary  and  permanent  damag 
is  done  to  streams  through  constructions  of  roads,  dikes  and  excavations,  as  well  as  by  dredging,  gradinj 
and  filling  projects  of  various  kinds. 


The  Administrator  of  Resources  recommended  that  the  statutory  definition  of  "industrial  waste"  be 
broadened  to  include  wastes  from  structural  or  road  construction  and  other  land  projects  and  that  the 
State  Board  and  Regional  Boards  be  authorized  to  establish  general  rules  and  regulations  pursuant  to 
the  Administrative  Procedure  Act  to  control  actual  or  threatened  pollution  from  such  practices. 

The  Administrator  indicated  that  the  usual  waste  discharge  requirement  procedure  was  not  satisfactory 
to  control  this  type  of  pollution  and  that  administrative  regulations  rather  than  establishment  of  waste 
discharge  requirements  would  be  more  appropriate. 

Such  a  departure  from  the  established  procedure  of  pollution  control,  however,  raises  a  number  of 
serious  problems  and  the  Regional  Boards,  which  would  be  utilizing  these  procedures,  did  not  endorse 
;he  proposed  change. 

[n  the  first  place  the  Regional  Board  activities  in  this  area  would  require  greatly  enlarged  staffs  to 
Drovide  the  needed  inspection  and  surveillance.  In  addition,  evidence  presented  to  the  Committee  indi- 
cated that  these  problems  exist  in  only  limited  areas  of  the  State  and  that  to  date  all  Regional  Boards 
nave  not  thrown  their  full  resources  behind  efforts  to  combat  this  type  of  pollution  through  conventional 
raste  discharge  requirements.  Some  have  developed  programs  of  working  together  with  construction 
'igencies  to  cooperatively  solve  these  problems,  however. 

The  California  Attorney  General'  has  ruled  that  such  construction  wastes  already  fall  within  the 
lefinition  of  "industrial  waste"  as  that  word  is  used  in  the  State  Water  Quality  Control  Law. 
[n  view  of  the  many  problems  presented,  including  the  possibility  that  "every  project  affecting  land  and 
drainage  in  any  way  will  have  to  be  regulated,"-  the  Committee  recommends  that  the  statutory  definition 
of  industrial  waste  be  amended  to  incorporate  construction  activities  consistent  with  the  Opinion  of  the 
Attorney  General  without  substantive  change  in  the  law.  This  will  make  certain  that  the  Regional  Boards 
:an  attack  this  problem  without  major  modifications  in  existing  procedure. 

The  Committee  further  recommends  that  during  the  next  two  years  the  Regional  Boards  attempt  to 
ietermine  areas  where  such  pollution  problems  exist  and  to  meet  them  by  establishing  waste  discharge 
■equirements  pursuant  to  the  Water  Quality  Control  Law. 

This  process  will  be  made  easier  as  a  result  of  several  developments:  ( 1 )  1965  legislation  sponsored  by 
;his  Committee  brought  the  State,  including  the  Division  the  Highways,  under  the  jurisdiction  of  the 
Regional  Boards.  (2)  The  recommendation  of  this  Committee  eliminating  the  mandatory  cease  and 
desist  order.  (3)  The  other  enforcement  recommendations  above. 

The  Committee  believes  that  this  approach  will  be  satisfactory  and  that  together  with  the  additional 
itaff  provided  to  the  Regional  Boards  at  the  1966  Session  of  the  Legislature  will  make  it  possible  for 
;:he  Regional  Boards  to  vigorously  execute  this  aspect  of  water  pollution  control. 

i.  Definition  of  Beneficial  Use 

The  Administrator  of  Resources  recommended  that  a  statutory  definition  of  beneficial  use  be  established 
n  the  Water  Quality  Control  Act,  as  follows:  "domestic,  municipal,  industrial  or  agricultural  supplies; 
ecreation;  fish  and  wildlife  sustenance  and  propagation  and  esthetic  enjoinment;  but  not  including  use 
)f  such  water  for  receiving  waste  discharges." 

Such  a  definition  represents  a  drastic  change  in  existing  California  water  law.  This  definition  is  not 
:onsistent  with  the  other  beneficial  use  provisions  of  the  Water  Code  with  regard  to  water  rights.  In 
act,  as  indicated  by  the  Chairman  of  the  State  Water  Rights  Board,  the  classification  of  esthetics  as  a 
)eneficial  use  will  overturn  more  than  a  100  years  of  California  water  law  and  would,  in  effect,  take 
California  back  to  the  old  common  law  theory  of  water  rights  which  has  proved  unworkable  in  juris- 
iictions  in  which  it  has  been  utilized. 

n  addition,  the  definition  modifies  the  existing  law  under  which  utilization  of  water  for  waste  assimilation 
s  a  recognized  use.  Waste  disposal  is  no  longer  considered  a  beneficial  use  of  the  waters  of  the  State. 
Jut  this  does  not  mean  that  waste  dischargers  are  denied  the  privilege  of  reasonable  use  of  some  of  the 

1  Opinion  No.  50-139  ( October  25,  1950) . 

=  Statement  of  nine  ReRional  Boards  to  Committee  hearing, 

San  Francisco,  Nov.  16,  1966,  p.  5. 
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capacity  of  our  waters  to  assimilate  wastes.  There  is,  of  course,  no  right  under  present  law  to  pollute 
However,  the  Committee  believes  that  it  is  not  appropriate  to  modify  the  existing  concepts  oj  beneficiac 
use  at  this  time.  No  evidence  was  presented  to  the  Committee  to  justify  such  a  radical  change  in  estab ! 
lished  law. 

4.  Water  Quality  Control  Policy 

The  Administrator  of  Resources  recommended  that  the  State  Water  Quality  Control  Law  be  amendea 
to  clarify  the  meaning  of  state  and  regional  water  quality  control  policies.  However,  the  Committee ' 
believes  that  the  recommended  classifications  might  create  confusion  rather  than  clarification  of  th( 
issue.  In  view  of  the  fact  that  the  State  Water  Quality  Control  Board  is  presently  in  the  process  o 
establishing  Statewide  Policy  for  the  Control  of  Water  Quality  and  will  not  complete  this  effort  unti 
the  spring  of  1967,  the  Committee  recommends  no  major  change  in  the  existing  definitions  at  this  time 

The  Committee  believes  that  in  the  1965  amendments,  the  Legislature  essentially  established  a  parallel! 
relationship  in  the  Water  Code  between  water  quality  control  and  water  pollution  control  with  th(> 
exception  that  water  quality  control  includes  no  authority  to  set  requirements  or  to  enforce  thenv 

Essentially,  both  water  quality  and  water  pollution  control  are  based  on  a  common  determination  of  tht 
beneficial  uses  to  be  protected.  (The  determination  of  beneficial  uses  also  establishes  a  common  basi.'^ 
with  water  rights  and  water  quantity  functions  of  the  State  Water  Rights  Board.) 

Water  Pollution  control  policy  proceeds  further  to  spell  out  in  a  statement  the  means  by  which  thd 
beneficial  uses  will  be  protected  and,  as  appropriate,  can  consider  classes  of  discharges  and  can  spel.- 
out  limitations  which  will,  in  general,  apply  to  all  similar  discharges  into  the  same  receiving  waters 

Water  quality  policy  statements  are  similar  except  that  they  can  cover  the  broader  subject  matter  o 
water  quality  as  defined  in  the  law  and  instead  of  being  oriented  towards  establishing  waste  dischargi, 
requirements  and  their  enforcement,  are  oriented  towards  guides  which  are  to  be  given  due  recognitioi 
by  water  related  planning  and  operating  agencies. 

The  parallelism  ends  at  this  point  since  no  authority  for  establishing  water  quality  requirements  o 
enforcing  them  exists  in  the  law.  This  does  not  mean,  however,  that  to  the  extent  water  quality  polic}(| 
relates  to  water  pollution  it  can  not  be  included  in  waste  discharge  requirements  but  in  this  case  i| 
should  also  be  included  in  the  water  pollution  control  policy.  Obviously,  there  is  room  for  both  the  stati, 
and  regional  boards  to  determine  beneficial  use  and  establish  policy,  one  operating  at  the  statewide  leve 
and  the  other  being  more  specific  and  detailed  at  the  regional  level. 

There  presently  exists  considerable  confusion  in  the  definition  of  terms  employed  in  the  federal  statuteSj 
the  State  Water  Quality  Control  Act,  the  proposed  Statewide  Policy  for  the  Control  of  Water  Qualitjf 
and  the  customary  meaning  of  certain  terms.  A  possible  solution  to  this  problem  might  result  fron; 
deleting  the  term  "water  quality  objectives"  from  the  State  Water  Quality  Control  Act  definition  o, 
"water  quality  control  policy"  and  relying  on  determinations  of  the  "beneficial  uses"  of  the  receiving 
waters  plus  statements  of  water  pollution  and  water  quality  control  policy  by  the  state  and  regiona: 
boards  as  outlined  above.  The  Committee  recommends  that  the  State  Board  give  consideration  to  sua 
a  change  in  terminology  and  advise  the  Committee  whether  this  would  improve  the  statutes  and  clarij, 
the  Boards'  operations. 

5.  Additional  Procedural  Items 

The  Administrator  of  Resources  pointed  out  to  the  Committee  that  although  the  law  requires  that  Stat* 
offices,  departments  and  boards  take  cognizance  of  water  quality  control  policy  established  by  th 
State  Water  Quality  Control  Board,  there  is  no  requirement  that  they  take  cognizance  of  such  polic; 
established  by  Regional  Water  Quality  Control  Boards.  In  order  to  correct  this  omission  and  to  imple 
ment  the  intent  of  this  Committee  in  sponsoring  water  quality  control  legislation  at  the  1965  Session 
the  Committee  recommends  that  a  provision  be  added  to  the  law  requiring  State  Departments  to  tak 
cognizance  oj  Regional  Water  Quality  Control  policy. 
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;he  Administrator  also  recommended  deletion  of  the  requirement  that  the  State  Water  Quality  Control 
joard  establish  technical  qualifications  for  the  position  of  Executive  Officer  of  the  Regional  Boards. 

he  Committee  believes  that  the  position  of  the  Executive  Officer  of  a  Regional  Board  is  primarily  a 
ichnical  position  and  that  technical  qualifications  established  by  the  State  Board  to  date  are  satisfac- 
)ry  and  workable.  They  protect  against  the  possibility  of  the  appointment  of  an  unqualified  person 
s  an  Executive  Officer  for  a  Regional  Board.  Therefore,  the  Committee  docs  not  believe  that  any 
sejul  purpose  would  be  served  by  eliminating  this  requirement  and  recommends  that  the  law  not  be 
hanged  in  this  regard. 

i.  Regulation  of  Septic  Tanks 

nother  area  of  concern  in  administration  of  the  existing  Water  Quality  Control  Act  is  the  inability  of 
regional  Boards  to  effectively  prohibit  the  use  of  septic  tanks  in  designated  areas.  In  many  areas  of 
le  state  local  building  codes  and  subdivision  ordinances  control  the  use  of  septic  tanks  where  their 
,36  would  be  detrimental  to  the  underground  water  supplies.  However,  in  many  areas  such  controls 
0  not  exist. 

i  specific  example  of  this  problem  arose  recently  with  respect  to  the  San  Geronimo  Valley  of  Marin 
'ounty  in  which  a  large  subdivision  was  proposed  utilizing  septic  tanks  for  both  residential  and  com- 

lercial  installations. 

I 

Jnder  the  existing  Section  13054.3  of  the  Water  Quality  Control  Act  "each  regional  board,  within  its 
legion,  may  specify  certain  conditions  or  locations  where  no  direct  discharge  of  sewage  or  industrial 
^aste  will  be  permitted."  In  reviewing  the  legality  of  a  proposed  regional  board  prohibition  of  septic 
'inks  the  Attorney  General "  held  that  "direct"  means  the  transmittal  of  waste  discharges  into  receiv- 
ig  waters  "without  passing  through  any  intervening  material."  An  "indirect"  discharge,  according  to 
he  Attorney  General,  is  one  in  which  "there  is  a  disposal  of  sewage  on  land  with  a  possible  subsequent 
lovement  by  evaporation  or  percolation  into  surface  or  underground  waters." 

ilthough  the  provisions  of  the  Water  Quality  Control  Act  controlling  waste  discharges  include  both 
lirect  and  indirect  waste  discharges,  this  single  section  of  the  law  controlling  "no  discharge"  situations 
15  therefore  limited  to  direct  discharges  and  does  not  cover  septic  tanks.  The  Attorney  General  con- 
'luded  that  "discharges  from  septic  tank  systems  in  which  waste  effluents  are  bacteriologically  treated 
nd  then  disbursed  to  connecting  leaching  fields,  are  indirect  discharges  and,  as  such,  are  beyond  the 
|rohibitary  powers  of  regional  boards." 

Thus,  the  only  alternative  open  to  regional  boards  is  to  set  individual  requirements  on  the  thousands 
if  septic  tanks  involved.  This  clearly  is  a  burdensome  and  wasteful  process.  In  order  to  provide  more 
'ffective  control  of  septic  tanks  and  other  forms  of  indirect  discharge  in  areas  where  flat  prohibitions 
in  discharges  are  required  to  protect  the  quality  of  underground  waters,  the  Committee  recommends 
'hat  Section  13054.3  of  the  Water  Code  be  amended  to  delete  the  reference  to  "direct"  discharges.  This 
Vill  conform  the  "no  discharge"  provision  of  the  law  to  the  other  basic  provisions  of  the  Water  Quality 
-ontrol  Act  relating  to  waste  discharge  requirements. 

Discharge  of  Wastes  From  Boats 

•f  considerable  concern  to  the  Committee  during  the  interim  was  the  need  for  effective  control  of  dis- 
harges  of  waste  from  boats.  There  have  been  few  definitive  studies  of  the  effect  on  receiving  waters 
\i  discharge  of  sewage  and  waste  from  boats.  However,  the  Federal  Water  Pollution  Control  Admin- 
istration Pacific  Northwest  Regional  Research  Center  at  Corvallis,  Oregon,  is  conducting  an  investi- 
'ption  of  this  subject  with  regard  to  San  Diego  Bay. 

The  Department  of  Public  Health  presented  legislative  proposals  to  the  Committee  relating  to  controls 
)ver  boats  used  on  waters  for  domestic  purposes  only,  and  treated  the  matter  primarily  from  a  public 
lealth  standpoint.  This  proposal  would  have  required  that  all  sanitary  facilities  on  boats  be  sealed  so 
that  they  could  not  discharge  when  in  the  water.  Failure  to  properly  seal  would  raise  a  presumption 

;  ■•"  Opinion  No.  65-340  (September  7,  1966). 
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of  discharge.  Enforcement  of  this  requirement  would  be  by  persons  operating  marina  facilities  through ; 
inspection  of  boats  at  the  time  of  launching. 

At  the  1965  Session,  Assembly  Bill  371   (Collier)^  was  enacted  into  law  providing  as  follows: 

Boating  facilities  constructed  with  funds  derived  from  the  state  shall  be  required  as  a  condition, 
for  the  receipt  of  such  funds  to  provide  shoreside  facilities  for  purposes  of  emptying  waste  matter 
holding  tanks  from  vessels  in  accordance  with  needs  and  standards  as  established  by  the  Small 
Craft  Harbors  Commission. 

It  appears  obvious  that  with  regard  to  boats  already  equipped  with  sanitary  facilities,  adequate  dis- 
posal facilities  must  be  placed  along  shorelines  and  at  marinas  if  any  bans  on  discharges  are  to  be. 
effective.  ; 

In  addition,  a  great  many  boats  in  California,  including  the  smaller  ones,  are  not  generally  equipped 
with  sanitary  facilities  and  the  availability  of  low-cost  and  efficient  facilities  for  such  boats  is  a  matter 
which  has  not  been  investigated  in  depth  by  this  Committee. 

Under  the  existing  provisions  of  the  State  Water  Quality  Control  Act,  waste  discharge  requirements 
could  be  established  for  boats  or  under  Section  13054.3,  a  Regional  Board  could  prohibit  discharges 
from  boats  completely  on  any  given  body  of  water. 

The  difficulty  with  this  approach,  however,  lies  in  the  difficulty  of  enforcement  since  a  waste  discharge; 
requirement  is  not  enforced  under  the  general  police  powers  of  the  state. 

In  addition,  the  existing  state  anti-litter  law  relating  to  waters-  prohibits  the  disposal  of  litter  into  any 
waters.  This  law  has  proved  exremely  difficult  to  enforce  even  though  violation  is  a  crime. 

The  Committee  recognizes  the  need  of  controlling  this  source  of  water  pollution.  It  does  not  appear  how-' 
ever,  that  at  this  time  a  more  effective  method  of  regulation  is  available.  Also,  adequate  information 
on  the  effects  of  such  discharges  is  not  available.  The  Public  Health  proposal  attacks  only  a  small  part 
of  the  problem. 

Therefore,  the  Committee  recommends  that  additional  study  of  the  effects  of  sewage  discharge  fronts 
boats  be  undertaken  and  that  all  affected  state  agencies  make  every  effort  to  develop  a  workable  pro4 
cedure  for  protecting  the  waters  of  the  state  from  pollution  from  boats. 

Other  Problem  Areas 

Consolidation  of  Regional  Boards  with  Multipurpose  Regional  Agencies 

For  some  time  a  number  of  proposals  have  been  made  to  consolidate  the  functions  of  selected  Regiona 
Water  Quality  Control  Boards  with  various  existing  or  proposed  regional  governmental  agencies.  Par 
ticularly,  suggestions  in  this  regard  have  been  made  with  respect  to  the  San  Francisco  Bay  Regiona 
Water  Quality  Control  Board. 

The  Committee  believes  that  such  consolidations  of  regulatory  functions  would  seriously  impair  tht 
functions  of  the  State  regulation  of  Water  Quality  Control.  It  should  be  emphasized  that  the  nine 
regional  Water  Quality  Control  Boards  are  state  agencies.  Waste  discharge  requirements  and  watei 
quality  objectives  are  established  by  Regional  Boards  pursuant  to  State  law  (the  State  Water  Qualit) 
Control  Act).  A  single  statutory  state  provision  regarding  waste  discharges  governs  the  activities  o 
all  nine  regional  boards.  As  a  result  there  is  a  coordinated  State  program,  consisting  of  the  state  am 
regional  water  quality  control  boards.  Today  the  general  State  law  is  applied  regionally.  In  this  man 
ner  local  conditions  can  be  fully  considered  by  a  Board  familiar  with  them. 

To  sever  one  or  more  of  the  nine  regional  boards  and  to  place  its  responsibility  within  a  regional  entitj 
would  foster  uncoordinated  water  pollution  and  water  quality  control.  Such  fragmentation  throughou 
the  state  could  well  reverse  the  State's  long  history  of  effective  water  pollution  and  water  quality  con 
trol  by  permitting  divergent  bases  of  water  pollution  and  water  quality  control  to  exist  in  variouij 
parts  of  the  state. 

'  Chapter  1331,  Harbors  and  Navigation  Code  Sec.  6.54.1. 
-■  Penal  Code  Sec.  374c  (enacted  in  1965) . 
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It  is  obvious  that  effective  water  quality  control  efforts  must  be  carefully  coordinated  with  other  related 
activities  in  each  region.  For  example,  the  activities  of  the  Bay  Conservation  and  Development  Com- 
mission in  controlling  Bay  filling  are  intimately  related  to  those  functions  of  the  regional  water  quality 
control  board. 

The  Committee  believes  that  to  date  effective  coordination  has  been  obtained  between  Regional  Boards 
and  other  governmental  agencies.  Undoubtedly  this  coordination  can  always  be  improved  but  improve- 
ment will  not  be  obtained  by  destroying  the  balanced  program  of  regional  water  quality  control  devel- 
oped in  1949  and  which  since  that  time  has  resulted  in  California  leading  the  Nation  in  water  doIIu- 
tion  and  water  quahty  control. 

This  Committee  has  recognized,  however,  that  regional  entities  to  provide  waste  disposal  services  and 
implement  waste  discharge  regulations  is  a  necessity  for  many  areas. 

The  authorizing  legislation  for  the  San  Francisco  Bay  Study  requires  that  the  study  not  only  develop 
a  comprehensive  waste  disposal  master  plan,  but  also  requires  "recommendations  for  the  form  of  gov- 
ernmental entity  or  authority  which  would  be  best  able  to  further  develop  and  implement  a  compre- 
hensive water  pollution  control  plan  and  program". 

In  many  areas  local  communities  have  found  that  cities  and  districts  must  join  together  in  regional 
arrangements  in  order  to  effectively  implement  water  pollution  measures.  This  was  the  case  in  the 
San  Diego  area  in  the  development  of  a  metropolitan  sewerage  system. 

This  type  of  regional  development  of  water  pollution  facilities  is  important  and  will  undoubtedly  be 
necessary  more  often  as  the  costs  of  water  pollution  control  facilities  increase.  However,  this  function 
of  developing  physical  works  to  control  pollution  is  separate  and  apart  from  the  regulatory  function 
described  above  which  is  a  State  responsibility. 

'In  view  of  the  potential  harm  to  the  regional  water  quality  control  program  that  might  come  Irom 
such  a  fragmentation,  the  Committee  believes  it  necessary  to  state  its  opposition  at  this  time  to  any 
effort  to  sever  any  of  the  nine  regional  boards. 
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ew  Federal  Legislation 

In  its  closing  days  the  89th  Congress  enacted  "The  Clean  Rivers  Restoration  Act  of  1966".  The  Act 
makes  far  reaching  changes  in  the  existing  PL  660  program  of  Federal  assistance  for  State  Water 
Quality  Control  programs  and  authorizes  federal  expenditures  in  the  next  four  years  totaling  $3.4 
billion. 

Under  the  legislation  California  is  authorized  to  receive  a  ten-fold  increase  in  federal  appropriations 
for  water  pollution  control  facilities  on  an  annual  basis  by  the  year  1970.  The  grant  funds  authorized 
for  California  under  the  new  Act  are  as  follows: 

Fiscal  Annual  California 

Year  Authorization  Allocation 

1966-67- - - --  $150,000,000  *  $9,314,300  * 

1967-68 - 450,000,000  35,254,400 

1968-69 - 700,000,000  56,871,150 

1969-70---- - 1,000,000,000  82,811,250 

1970-71 1,250,000,000  104,428,000 

$3,550,000,000  $288,679,100 

(The  grant  appropriations  will  be  available  until  completely  expended  and  allocations  could  be  adjusted 
between  states  to  provide  supplemental  grant  funds  where  needed.  Of  interest  to  California  is  the  fact 
that  the  bill  also  includes  a  reimbursement  feature  under  which  grants  or  supplemental  grants  for 
approved  sewage  treatment  projects  which  began  construction  between  June  30,  1966,  and  June  30, 
1971,  can  be  financed  from  future  appropriations  if  federal  funds  are  not  available  at  the  time  for 
construction.  Under  this  program  additional  funds  may  be  made  available,  for  example,  to  the  districts 
at  the  Lake  Tahoe  area  as  well  as  other  areas. 

*  Existing  level  under  prior  legislation. 
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One  of  the  most  significant  changes  in  the  law  is  removal  of  the  $1.2  million  limit  on  an  individual 
grant.  Previously,  grants  were  limited  to  this  amount  on  each  project,  or  30%  of  the  project  cost,  which- 
ever was  less.  This  new  feature  should  be  of  particular  help  to  the  North  Tahoe  districts. 

Although  the  basic  grant  available  under  the  new  federal  law  continues  to  be  30%  of  project  cost,  an 
increased  maximum  can  be  obtained  in  the  following  circumstances: 

1.  A  maximum  federal  grant  of  40'/  //  tke  State  provides  30%  matching  funds  for  all  projects. 

2.  A  maximum  grant  of  50%  //  the  State  provides  25%  matching  funds  for  all  projects  and  if 
enforceable  water  quality  standards  have  been  established  for  the  receiving  waters. 

It  is  expected  that  California  will  be  able,  in  the  next  few  years  to  establish  water  quality  objectives 
on  all  waters  of  the  State  and  will  be  able  to  comply  with  the  requirement  that  water  quality  objectives 
be  established. 

With  regard  to  the  matching  fund  provision,  the  following  table  indicates  the  magnitude  of  State  ex- 
penditures required  if  California  is  to  take  advantage  of  either  of  the  matching  fund  provisions  (assum- 
ing the  State's  entire  allocation  is  used  completely). 

State  Matching  Funds 

Without  10%  Planning  Bonus  With  10%  Planning  Bonus  ^ 

Year                                            30%  State              25%  State  30%  State  25%o  State 

1967-68 - $26,440,800             $17,627,200  $24,037, 1S5  $16,024,888 

1968-69 42,653,363               28,435,575  38,775,888  25,850,782 

1969-70.- 62,108,438               41,405,625  56,462,367  37,641,854 

1970-71-- 78.321.000               52.214,000  71,201,099  47,467,748 

Total  4  years. $209,523,601           $139,682,400  $190,476,509  $126,985,272 

The  state  matching  funds  must  be  in  the  form  of  grants,  not  loans,  in  order  to  comply  with  the  federal: 
requirement.  California  today  has  no  grant  programs  in  the  field  of  water  pollution.  As  indicated  else-: 
where  in  this  report  the  financial  assistance  to  the  South  Tahoe  and  North  Tahoe  Public  Utility  Dis- 
tricts is  in  the  form  of  loans.  The  Water  Quality  Control  Fund  legislation  recommended  in  the  Waste 
Water  Reclamation  Section  of  this  report  and  utilizing  the  $2  million  annual  appropriation  in  tideland 
funds  is  also  on  a  loan  basis. 

Although  it  may  be  desirable  for  California  public  agencies  to  receive  federal  funds  for  the  maximum 
portion  of  the  construction  costs  possible,  it  does  not  appear  that  funds  on  the  order  of  the  magnitude' 
required  to  provide  state  matching  funds  for  all  projects  is  available.  However,  the  Congress  may  well 
not  appropriate  the  full  authorization  of  the  new  federal  law  in  view  of  its  unprecedented  amount.  Few  if 
any  states  will  be  able  to  meet  this  obligation  and  the  Congress  may  well  have  to  reconsider  this  policy.^ 
The  Committee  is  hopeful  that  the  removal  of  the  $1.2  million  project  limitation  will  ease  the  burden 
on  local  agencies  to  the  extent  that  they  will  be  able  to  successfully  complete  their  programs  with  the 
additional  federal  money  available  without  state  matching  funds."'  However,  every  effort  should  be 
made  to  reevaluate  possible  state  sources  of  funds  for  such  matching  programs. 

A  number  of  other  provisions  of  the  Act  make  available  grants  to  state  and  local  agencies  for  develop- 
ment of  improved  treatment  methods,  research  and  demonstration  projects  for  prevention  of  water 
pollution  by  industry,  studies  of  sedimentation  and  other  specific  pollution  problems,  training  of  public 
agency  personnel,  and  a  study  of  pollution  from  watercraft. 

"If  a  project  conforms  with   compreliensive  reKion.al  or    ini-tiopolitan  iil.innins,  it  could  (lualif.v  for  :i   1(»  pcrccni 

addition  to  the  l)a,'~ic  federal  crant  amount. 

'  It  should  be  noted  that  in  V.)CA  the  voters  of  the  state  of  New  York  which  needed  a  "crash"  program  on  pollution, 

approved  a   l>ond   issue  of  $1  billion   for   water  pollution   control   facilities.   Thus,   that   state   may  have  availalili' 

matching  funds  for  the  federal  program. 

"The  State,  under  the  federal  law,  must  match  on  nil  Stale  pro,je(ts  to  take  advantage  of  the  increased  grants.  Ii 

cannot  match  on  a  project  li.y  project  basis. 
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Summary  of  Recommendations 

Waste  Water  Reclamation 

The  Committee  recommends  that  a  comprehensive  waste  water  reclamation  statute  be  enacted,  in- 
cluding the  following: 

a.  A  clear  policy  statement  that  the  State  has  a  primary  interest  in  the  development  of  reclamation 
of  waters  from  sewage  and  industrial  wastes  and  that  it  is  the  intention  of  the  Legislature  that  the 
State  undertake  all  possible  steps  to  encourage  the  development  of  waste  water  reclamation  facilities 
to  meet  the  growing  water  requirements  of  the  State. 

b.  State  Regulation  of  the  reuse  of  reclaimed  waste  waters  by 

1.  requiring  the  State  Department  of  Public  Health  to  establish  statewide  "contamination  stand- 
ards" for  each  type  of  reuse  of  water; 

2.  requiring  the  Department  of  Public  Health  whenever  contamination  exists  as  a  result  of  use  of 
reclaimed  waste  waters,  to  abate  the  contamination  pursuant  to  existing  enforcement  provisions 
of  the  Health  and  Safety  Code; 

3.  requiring  each  Regional  Water  Quality  Control  Board  to  establish  waste  discharge  requirements 
for  sources  and  users  of  reclaimed  waste  waters.  These  waste  discharge  requirements  shall  be  in 
addition  to  existing  waste  discharge  requirements  established  under  the  State  Water  Pollution 
Control  Law  and  shall  conform  to  Statewide  contamination  standards  established  by  the  Depart- 
ment of  Public  Health. 

Enactment  of  legislation  establishing  the  State  and  Regional  Water  Quality  Control  Boards  as  the 
primary  state  agency  with  the  responsibility  for  waste  water  reclamation. 

Enactment  of  legislation  providing  that  the  Department  of  Water  Resources  studies  of  waste  water 
reclamation  be  made  at  the  request  of  the  State  Water  Quality  Control  Board  in  order  to  provide 
maximum  coordination  in  waste  water  reclamation  studies  and  activities  in  the  State. 

Enactment  of  legislation  providing  financial  assistance  for  waste  water  reclamation  as  follows: 

a.  Provide  that  the  $2  million  a  year  placed  in  the  State  Water  Pollution  Control  Fund  by  SB  2  (AB 
12)  be  used  for  loans  to  local  public  agencies  for  waste  water  reclamation  as  well  as  for  water 
pollution  facilities. 

b.  Provide  that  the  $2  million  a  year  be  made  a  permanent  appropriation  by  eliminating  the  existing 
termination  date  of  the  1971-72  fiscal  year. 

c.  Provide  grants  of  up  to  $50,000  each,  on  a  matching  basis,  to  local  agencies  for  basic  waste  water 
reclamation  studies  and  investigations  with  a  maximum  of  $250,000  per  year  allotted  for  this  pur- 
pose from  the  State  Water  Pollution  Control  Fund. 

Enact  legislation  requiring  the  State  Water  Quality  Board,  in  processing  applications  from  local  public' 
'     agencies  for  grants  under  the  Federal  Water  Pollution  Control  PL  660  Program,  to  give  priority  to 
pollution  facilities  making  optimum  use  of  waste  water  reclamation. 

'6.  Clarify  existing  law  to  make  it  clear  that  dam  and  reservoir  projects  utilizing  waste  water  reclamation 
as  a  water  source  are  eligible  for  Davis-Grunsky  recreation  grants. 

c.   Avr.^,.-  Conversion 

The  Committee  commends  the  interagency  cooperation  of  the  Metropolitan  Water  District,  federal 
agencies,  and  private  utilities  and  recommends  proceeding  with  the  design  and  construction  of  the  dual- 
purpose  power  and  desalting  plant. 
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Water  Quality  Control 

1.  Lake  Tahoc.  The  Committee  recommends  that  the  legislature  take  necessary  steps,  including  addi 
tional  financial  assistance  to  assure  the  completion  of  both  North  and  South  Shore  export  project. 

2.  San  Francisco  Bay-Delta  Study.  Under  the  Federal  Water  Pollution  Control  Act,  as  amended  ii 
1966,  the  Bay-Delta  Study  appears  to  qualify  for  federal  financial  assistance.  The  Committee  recom 
mends  that  the  State  fully  explore  these  possibilities  before  requesting  additional  state  appropriations 

3.  Water  Resources  Control  Board.  The  Committee  recommends  the  enactment  of  a  Water  Resource 
Control  Board  combining  the  present  functions  of  the  State  Water  Rights  Board  and  the  State  Wate 
Quality  Control  Board  and  the  Department  of  Water  Resources  functions  of  Watermaster  Servio 
Administration  and  Supervision  of  Safety  of  Dams.  The  Regional  Water  Quality  Control  Boards 
would  remain  unchanged. 

4.  The  need  for  legislation  amending  the  State  Water  Quality  Control  Act. 

a.  Enforcement  Procedures.     The  Committee  recommends: 

1.  that  a  Regional  Board  be  authorized  to  dispense  with  a  cease  and  desist  order  and  go  directh 
to  court  when,  in  its  judgment,  such  action  is  imperative. 

2.  that  the  Attorney  General  be  authorized  to  prosecute  court  actions  on  behalf  of  regional  board? 
upon  a  finding  of  the  local  board  that  the  district  attorney  is  unwilling  to  do  so. 

3.  that  the  law  be  clarified  so  that  when  injunctive  relief  is  sought  by  a  regional  water  quality 
control  board  as  a  means  of  enforcing  its  discharge  requirements,  the  validity  and  reasonablenes: 
of  the  discharge  requirement  will  not  be  an  issue,  unless  it  is  contested  by  the  discharger.  If  thi 
discharger  contests  the  validity  or  reasonableness  of  the  discharge  requirement,  the  burden  o< 
proving  the  discharge  requirement  invalid  or  unreasonable  rests  upon  him  and  in  the  absence  0( 
his  being  able  to  persuade  the  court  by  a  preponderance  of  the  evidence  that  such  requirement  i: 
invalid  or  unreasonable  the  injunction  must  issue.  Of  course  the  board  must  prove  that  th<t 
requirement  was  duly  established  and  that  the  discharger  actually  violated  it. 

4.  that  the  law  be  amended  to  require  the  court  to  decide  an  enforcement  case  promptly  (withiri 
30  days). 

5.  that  the  Regional  Boards  make  the  most  effective  use  possible  of  present  authority  to  establish 
water  pollution  control  policy  before  the  Legislature  considers  giving  them  rule-making  authority 

b.  Construction  Practices.     The  Committee  recommends: 

1 .  that  the  statutory  definition  of  industrial  waste  be  amended  to  incorporate  construction  activities! 
consistent  with  the  opinion  of  the  Attorney  General. 

2.  that  during  the  next  two  years  the  Regional  Boards  attempt  to  determine  areas  where  such  pol-i 
lution  problems  exist  and  to  meet  them  by  establishing  waste  discharge  requirements. 

c.  Water  Quality  Control  Policy.     The  Committee  recommends: 

1.  that  no  major  changes  be  made  in  existing  definitions  at  this  time. 

2.  that  the  State  Board  give  consideration  to  drafting  terminology  to  delete  the  existing  reference 
to  water  quality  "objectives". 

d.  Additional  Procedural  items.     The  Committee  recommends: 

1.  that  state  departments  be  required  to  take  cognizance  of  Regional  Water  Quality  Control  Policy: 

2.  that  no  change  be  made  in  the  requirement  that  the  State  Board  establish  technical  qualifications 
for  Regional  Board  executive  officers. 

e.  Regulation  of  Septic  Tanks.     The  Committee  recommends: 
1.  that  Section  13054.3  of  the  Water  Code  be  amended  to  delete  the  reference  to  "direct"  discharge 

to  conform  the  law  to  provisions  relating  to  waste  discharge  requirements,  and  to  permit  the 
effective  regulation  of  septic  tanks. 

f.  Discharge  of  wastes  from  Boats.  The  Committee  recommends  that  additional  study  of  the  effects 
of  sewage  discharge  from  boats  be  undertaken  and  that  all  affected  state  agencies  make  every  effort 
to  develop  a  workable  procedure  for  protecting  the  waters  of  the  state  from  pollution  from  boats, 

5.  Other  Problem  Areas. 

Consolidation  of  Regional  Boards  with  multipurpose  Regional  Agencies.  The  Committee  states  its 
opposition  to  any  effort  to  sever  any  one  of  the  9  Regional  Boards  or  to  consolidate  any  with  a 
multipurpose  regional  agency. 
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Appendix 


r  Proposed  Waste  Water  Reclamation 
I  Statute 

R-icf  to  amend  Section  13.3  of  Chapter  13S  of  the  Statutes 
i  1964.  Firxf  E.Ttraorditiarii  Session,  to  amend  Section  4  of 
'lapter  137  of  the  Statutes  of  1966,  First  Extraordinary 
Hsion,  to  amend  the  heading  of  Chapter  5  (commencing 
■th  Section  13100),  Division  7  of.  to  amend.  Sections  13100 
■  d  13101  of,  to  amend  and  rcnumher  Sections  13102,  13103, 
■101,  and  13105  of,  to  add  Section  13005.1  to,  to  add  an 
tide  heading  immediately  before  Section  13100  of,  to  add 
I  article  heading  immediately  before  Section  13102  of,  to 
1(1  Sections  13114  and  13115  to,  to  add  Article  3  (com- 
fneing  with  Section  13125)  to  Chapter  5  of  Division  7  of, 
ndd  Chapter  6  (commencing  with  Section  13500)  to  Divi- 
III  7  of,  and  to  repeal  Section  230  of,  the  Water  Code, 
fating  to  water  pollution  and  reclamation,  and  making  an 
ypropriation. 

'1  people  of  the  State  of  California  do  enact  as  follows: 

■  [SCTION  1.  Section  230  of  the  Water  Code  is  repealed. 
:  ;©;  ¥W  doiinrtmoiit.  citlicr  iiidcpoudently  e*  i«  coopcra 
y,  with  *HW  perfion  e*  ft«y  eoiinty,  litate.  federal,  er-  other 
igiey;  te  tlte  extent  fundo  *H=e  alloeatod  therefor,  ahall  ee«- 
te  aurveyn  »«4  inveatigationn  relating  -to  the  reclamation  el 
H*  from  Hcwage  ei"  induntrial  waatea  fei'  beneficial  purpoaea, 
»idi«g  b*rt  ««*  limited  te  ihe  determination  (4  quantitiea  el 
»■  wntor  prcacntly  waated.  a+Hl  poaaibilitiea  e#  «8e  el  aiich 
H-*  i^f-  recharge  el  underground  atorage  m?  im-  agricultural 
If  idustrial  unea ;  aft4  ahall  report  te  th^  Legialaturo  aB4  te 

♦1 11 U  IJ  '  U  1 H  Til  t  "    1  L  HlUllU  I    >1  It  ll.  I     TfTTTTTtXTXTTT  tnTTTTTTTT    Lf<JUl  U.     l-llt-  I  »_>J11  j 

i3C.  2.     Section  13005.1  is  added  to  the  Water   Code,  to 

'iOOS.l.  "Reclaimed  waste  waters"  means  waters  contain- 
n.  sewage  or  industrial"  waste  which  have  been  treated  or 
It  rwise  purified  so  as  to  enable  beneficial  reuse. 

\zc.  3.  The  heading  of  Chapter  5  (commencing  with  Sec- 
Wi  13100)  of  Division  7  of  the  Water  Code  is  amended  to 

':!hapter  .5.     ¥«fi  State  FINANCIAL  ASSISTANCE 

FOR  Water  Pollution  Control  AND  WASTE 

WATER  RECLAMATION  ¥vm 

EC.  4.     An  article  heading  is  added  immediately  preceding 

54ion  13100  of  the  Water  Code,  to  read : 

) 

Article  1.     State  Water  Quality  Control  Fund 
EC.  f).     Section  13100  of  the  Water  Code  is  amended  to 

i^lOO.  As  used  in  this  chapter,  unless  otherwise  apparent 
'Va  the  context : 

':i)  "Fund"  means  the  State  Water  Pollution  Quality  Con- 
;r|Pund. 

f))  "Public  agency"  means  any  city,  county,  district  or 
iPfV  political  subdivision  of  the  state. 

b)  "Facilities"  means  either  or  both  (1)  facilities  for  the 
•M-ction,  treatment,  and  export  of  selvage  when  necessary  to 
abent   water   pollution   or    (2)    facilities    to   reclaim   waste 


ment   wa 

;|srs. 


jtc.  6.  Section  13101  of  the  Water  Code  is  amended  to 
rtl: 

3101.  The  State  Water  Pollution  Quality  Control  Fund 
is;ontinued  in  existence.  The  fund  shall  continue  to  be  avail- 
nil'  for  expenditure  by  the  state  board  in  making  loans  or 
9''>tts  to  municipalitiea  mwl  diatrieta  lep  the  oonatruotion  el 
sewage  (WHi  storm  drainage  faeilitica.  public  agencies  in  ae- 
eiijance  with  the  provisions  of  this  chapter. 


Sec.  7.  An  article  heading  is  added  immediately  preceding 
Section  13102  of  the  Water  Code,  to  read : 

Article  2.     Loans  and  Grants  to  Local  Agencies 

Sec.  8.  Section  13102  of  the  Water  Code  is  amended  and 
renumbered  to  read : 

13103.  13110.  Applications  for  loans  under  this  chapter 
shall  include : 

(a)  A  description  of  the  proposed  facilities. 

(b)  A  statement  of  facts  showing  the  necessity  for  the  pro- 
po.sed  facilities  and  showing  that  funds  of  the  municipality  e* 
diatriet  public  agency  are  not  available  for  financing  such  fa- 
cilities and  that  the  sale  of  revenue  or  general  obligation  bonds 
through  private  financial  in.stitutions  is  impossible  or  would 
impose  an  unreasonable  burden  on  the  municipality  ei=  diotrict 
public  agency  . 

(e)   A  proposed  plan  for  repaying  the  loan. 
(d)  Other  information  as  required  by  the  state  hoard. 
Sec  9.     Section  13103  of  the  Water  Code  is  amended  and 
renumbered  to  read : 

13103.  13111.  Upon  a  determination  by  the  state  board, 
after  consultation  with  the  State  Board  of  Public  Health,  that 

(a)  the  Bcweragc  facilities  proposed  by  an  applicant  are  neces- 
sary to  the  health  or  welfare  of  the  inhabitants  of  the  state, 

(b)  ft«4  that  the  proposed  facilities  meet  the  needs  of  the 
applicant,  (c)  that  funds  of  the  municipality'  e?  diatriet  pub- 
lic agency  are  not  available  for  financing  such  facilities  and 
that  the  sale  of  revenue  or  general  obligation  bonds  through 
private  financial  institutions  is  impossible  or  would  impose  an 
unrea.sonable  burden  on  the  municipality  ef  diatriet,  a«4  pub- 
lic agency,  (d)  that  the  proposed  plan  for  repayment  is  feas- 
ible, (e)  in  the  case  of  facilities  proposed  under  Section  13100 
(c)(1)  that  such  facilities  are  necessary  to  prevent  ivatcr  pol- 
lution, and  (f)  in  the  ease  of  facilities  proposed  under  Section 
13100(c)(2)  that  such  facilities  will  produce  water  suitable  for 
beneficial  reuse  and  that  the  public  agency  has  adopted  a  feas- 
ible program  for  sucli  reuse,  the  .state  board,  subject  to  ap- 
proval by  tlie  Director  of  Finance,  may  loan  to  the  applicant 
such  sum  as  it  determines  neceaaary  is  not  otherwise  available 
to  the  public  agency  to  construct  the  proposed  facilities. 

Sec  10.  Section  13104  of  the  Water  Code  is  amended  and 
renumbered  to  read : 

13104.  13112.  Money  loaned  under  the  provisions  of  this 
chapter  shall  be  secured  by  bonds  of  the  borrowing  munici 
palit.v  ef  diatriet  public  agency  and  shall  be  repaid,  with  in- 

cal  .  rrc  t lit!  rTrttr  trt  »  pLi  1,'L 111,  ttt  ttiiit Hit L  iiiMiuiiiuLiitM  ttt  rtvtVTt 

t-\  \-^-\  r-.  ^1 1-^  ^  *i  ti  i- K  ^1  I-.*  i^  *-  #^  1  >  j^  rfc  ^1^  I  fi  '-* 4- '-^ **-*-*.-^  1  -t~\  rm  1^  l-*^  4-^*^  nil-\T  t\  ^ I ^ It  /-^  It rt  n y  j^ 
11  iiK-f  iti It  Ttn  TTit   PrtTrrrr  U'JU III  in  II.  riiiiin^ .^  ttt  ut    i.\. uniun. .    j.  iii^   ij%j\t,>.  \A.y 

U.UJL'<.T  tT7  ttp^TTTrVTrr  \)\   ttttt  l-'ll  LT.  LUr  rfx  1*  lIliIIHTL,   111U^\    tttrrrrr  ttirj- 

e«e  01=  moi'e  el  the  repayment  inatallmcnta  el  »  borrowing 
municipality  ef  diatriet. 

No  loan  shall  be  made  to  a  public  agency  unless  it  executes 
an  agreement  with  the  state  board  under  which  it  agrees  to 
repay  the  amount  of  the  loan,  ivith  interest,  within  25  years 
following,  at  the  election  of  the  state  board,  a  10-ycar  mora- 
torium on  principal  and-  interest  payments.  Except  as  other- 
wise provided  in  this  section,  the  interest  shall  be  at  a  rate 
equal  to  the  average,  as  determined  by  the  state  board,  of  the 
net-interest  costs  to  the  state  on  the  sales  of  general  obligation 
bonds  of  the  state  that  occurred  during  the  calendar  year  im- 
mediately preceding  the  calendar  year  in  which  the  interest 
falls  due.  The  interest  falling  due  after  the  moratorium  shall 
be  payable  at  the  last  rate  applied  during  the  moratorium. 
However,  when  the  applicable  average  of  the  net-interest  costs 
to  the  state  is  not  a  multiple  of  one-tenth  of  1  percent,  the 
interest  rate  shall  be  at  the  multiple  of  one-tenth  of  1  percent 
next  above  the  applicable  average  of  the  net-interest  costs. 

The  interest  rate  aiiplicable  to  any  loan  ma.de  pursuant  to 
this  chapter  for  which  an  application  was  filed  prior  to  Janu- 
ary 1,  1967,  shall  be  at  the  rate  of  2  percent. 

Sec  11.  Section  13105  of  the  Water  Code  is  amended  and 
renumbered  to  read  : 
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iai05.  J3113.  All  money  received  in  repayment  of  loans 
under  this  chapter  shall  be  paid  to  the  State  Treasurer  and 
credited  to  the  fund  for  expenditure  by  the  state  board  in 
making  loans  under  the  provisions  of  this  chapter.  Whenever, 
m  44«-  judgment  t4  tht-  »tftte  hoai-d,  tlH-  amount  (4  fundn  tte- 
euiiiulatud  t«  t+te  credit  t4  *4te  Um4  cJiceedii  t^^e  reasonable 
rei|uii'enicntii  »f  *he  f+t«te  board  *«■  malting  loano  under  the 
pi'oviitiooH  *4  t4««  ehiipter.  t+w  board  »J»W  determine  tl« 
amount  »f  [H«4t  eKeeiin  (h«4  certify  tmmv  t»  the  State  Con 
trollcr.  Execim  fundu,  se  certified,  ah  all  revert  to  tl*e  General 
Fund  «*  tlie  8tute  Treanuiy. 

Sec.  11.5.  Section  13114  is  added  to  the  Water  Code,  to 
read: 

1:1114.  (a)  Grants  may  be  made  by  the  state  board  to 
public  agencies  to  pay  not  more  than  one-half  of  the  cost  of 
studies  and  investigations  made  by  such  public  agencies  in 
connection  with  waste  water  reclamation. 

(b)  Not  more  than  a  total  of  two  hundred  fifty  thousand 
dollars  ($2.50,000)  shall  be  granted  pursuant  to  this  chapter 
in  any  fiscal  year,  and  not  more  than  fifty  thousand  dollars 
($50,000)  shall  be  granted  to  any  public  agency  in  any  fiscal 
year. 

(c)  Applications  for  grants  shall  be  made  in  such  form, 
and  shall  contain  such  information,  as  may  be  required  by 
the  state  board. 

Sec.  12.  Section  1.3115  is  added  to  the  Water  Code,  to 
read : 

13115.  The  state  board  may,  from  time  to  time,  make  such 
rules  and  regulations  which  are  consistent  with  this  chapter 
as  may  be  necessary  to  carry  out  this  chapter. 

Sec.  13.  Article  3  (commencing  with  Section  13125)  is 
added  to  Chapter  5  of  Division  7  of  the  Water  Code,  to  read : 

Article  3.     Public  Agency  Election 

13125.  Before  a  public  agency  may  enter  into  a  contract 
with  the  state  board  for  a  construction  loan  under  this  chap- 
ter, the  public  agency  shall  hold  an  election  on  the  proposi- 
tion of  whether  or  not  the  public  agency  shall  enter  into  the 
proposed  contract  and  more  than  50  percent  of  the  votes  cast 
at  such  election  must  be  in  favor  of  such  proposition. 

13126.  The  election  shall  be  held  in  accordance  with  the 
following  provisions: 

(a)  The  procedure  for  holding  an  election  on  the  incurring 
of  bonded  indebtedness  by  such  public  agency  shall  be  utilized 
for  an  election  of  the  proposed  contract  as  nearly  as  the  same 
may  be  applicable.  Where  the  law  applicable  to  such  agency 
does  not  contain  such  bond  election  procedure,  the  procedure 
set  forth  in  the  Revenue  Bond  Law  of  1941  (Chapter  6  (com- 
mencing with  Section  54300)  Part  1,  Division  2,  Title  5  of  the 
Government  Code),  as  it  may  now  or  hereafter  be  amended, 
shall  be  utilized  as  nearly  as  the  same  may  be  applicable. 

(b)  No  particular  form  of  ballot  is  required. 

(c)  The  notice  of  the  election  shall  include  a  statement  of 
the  time  and  place  of  the  election,  the  purpose  of  the  election, 
the  general  purpose  of  the  c'ontract,  and  the  maximum  amount 
of  money  to  be  borrowed  from  the  state  under  the  contract. 

(d)  The  ballots  for  the  election  shall  contain  a  brief  state- 
ment of  the  general  purpose  of  the  contract  substantially  as 
stated  in  the  notice  of  the  election,  shall  .state  the  maximum 
amount  of  money  to  be  borrowed  from  the  state  under  the  con- 
tract, and  shall  contain  the  words  "Execution  of  contract — 
Yes"  and  "Execution  of  contract — No." 

(e)  The  election  shall  be  held  in  the  entire  public  agency 
except  where  the  public  agency  proposes  to  contract  with  the 
department  on  behalf  of  a  specified  portion,  or  of  specified 
portions,  of  the  public  agency,  in  which  ca.se  the  election  shall 
be  held  in  such  portion  or  portions  of  the  public  agency  only. 

Sec.  14.  Chapter  6  (commencing  with  Section  13.500)  is 
added  to  Division  7  of  the  AVater  Code,  to  read  ; 

Chapter  6.     Waste  Water  Keclamation  and  Reuse 

Article  1.     Short  Title 

13500.  This  chapter  .shall  be  known  as  and  may  be  cited 
as  the  Waste  Water  Reclamation  and  Reuse  Law. 


Article  2.     Declaration  of  Policy 

13510.  It  is  hereby  declared  that  the  people  of  the  state 
have  a  primary  interest  in  the  development  of  facilities  to 
reclaim  waters  containing  .sewage  or  industrial  waste  to  sup- 
plement existing  surface  and  underground  water  supplies  and 
to  assLst  in  meeting  the  future  water  requirements  of  the  state. 

13511.  The  Legislature  finds  and  declares  that  a  substan- 
ti:d  portion  of  the  future  water  requirements  of  this  state  may 
be  economically  met  by  beneficial  reuse  of  waste  waters  that 
have  been  reclaimed. 

The  Legislature  further  finds  and  declares  that  the  utiliza- 
tion of  reclaimed  waste  waters  by  local  communities  for  do- 
mestic, agricultural  and  industrial  purposes  will  contribute  to 
the  peace,  health,  safety  and  vpelfare  of  the  people  of  the 
state.  Reuse  of  reclaimed  waste  waters  constitutes  the  de- 
velopment of  "new  basic  water  supplies"  as  that  term  is  used 
in  Chapter  5  (commencing  with  Section  12880)  of  Part  6  of  i 
Division  6  of  this  code. 

13512.  It  is  the  intention  of  the  Legislature  that  the  state 
undertake  all  possible  steps  to  encourage  development  of  waste 
water  reclamation  facilities  .so  that  reclaimed  waste  water  may 
be  made  available  to  help  meet  the  growing  water  requirements 
of  the  state. 

Article  3.     State  Assistance 

13510.  In  order  to  implement  the  policy  declarations  of 
this  chapter,  the  state  board  is  authorized  to  provide  loans 
for  the  development  of  waste  water  reclamation  facilities,  or 
grants  for  studies  and  investigations  in  connection  with  waste 
water  reclamation,  pursuant  to  the  provisions  of  Chapter  5 
(commencing  with  Section  13100)  of  this  division. 

Article  4.     Contamination  Standards 

13520.  As  used  in  this  article  "contamination  standards'" 
means  the  maximum  levels  of  constituents  of  water,  which  may  i 
cause  contamination,  permissible  in  water  to  be  used  for  any  » 
reuse  purpose. 

13521.  The  State  Department  of  Public  Health  shall  estab-  < 
lish  statewide  contamination  standards  for  each  varying  type  ^ 
of  use  of  reclaimed  waste  waters. 

13522.  Whenever  the  State  Department  of  Public  Health  I 
finds  that  a  contamination  exists  as  a  result  of  use  of  reclaimed  i 
waste  waters,  the  department  shall  order  the  contamination  i 
abated  in  accordance  with  the  procedure  provided  for  in  Chap-  ' 
ter  6  (commencing  with  Section  5400),  Part  3,  Division  5  of 
the  Health  and  Safety  Code. 

13523.  Each  regional  board,  pursuant  to  Chapter  4  (com- 
mencing with  Section  13040)  of  this  division,  shall,  if  it  de- 
termines such  action  to  be  necessary  to  protect  the  public 
health  or  safety,  establish  waste  discharge  requirements  for 
.sources  of  water  which  are  or  will  be  used,  either  directly  or 
otherwi.se,  as  reclaimed  waste  water.  Such  waste  discharge  re- 
quirements shall  conform  to  the  statewide  contamination  stand- 
ards established  pursuant  to  this  article. 

13.524.  In  administering  any  statewide  program  of  finan- 
cial assistance  for  water  pollution  or  water  quality  control 
which  may  be  delegated  to  it  pursuant  to  Section  13023  of 
this  code,  the  state  board  shall  give  priority  to  water  pollution  : 
control  facilities  providing  optimum  reclamation  and  reuse  of 
waste  waters. 

Article  5.     Surveys  and  Investigations 

13530.  On  request  of  the  state  board,  the  department, 
cither  independently  or  in  cooperation  with  any  person  or  any 
county,  state,  federal,  or  other  agency,  to  the  extent  funds  are 
allocated  therefor,  shall  conduct  surveys  and  investigations 
relating  to  the  reclamation  of  water  from  sewage  or  industrial 
wastes  for  beneficial  purposes,  including  but  not  limited  to  the 
determination  of  quantities  of  such  water  presently  wasted, 
and  po.ssibilities  of  use  of  such  water  for  recharge  of  under- 
ground storage  or  for  agricultural  or  industrial  uses;  and 
shall  report  to  the  Legislature,  to  the  state  board,  and  to  the 
appropriate  regional  water  quality  control  board  thereon,  an- 
nually. 
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Hon.  Jesse  M.  Unruh 

Speaker  of  the  Assembly 

Hon.  Hugh  M.  Burns 

President  pro  Tern  of  the  Senate 

Gentlemen: 

The  Joint  Legislative  Retirement  Committee  herewith  presents  the 
final  report  of  the  Peat,  Marwick,  Mitchell  and  Company  study  of 
the  State  Teachers'  Retirement  System.   This  study  v/as  authorized 
by  passage  of  ACR  54,  Chapter  85,  I966  First  Extraordinary  Session, 
and  the  sum  of  $75^000  was  appropriated  from  the  Contingent  Funds 
of  the  Senate  and  the  Assembly  for  this  purpose. 

From  among  twelve  major  actuarial  and  accounting  firms  which  made 
proposals  to  accomplish  the  study,  this  company  was  chosen  as  the 
most  highly  qualified  and  best  suited  to  enter  into  this  contract. 
During  the  ensuing  months  of  investigation  and  accumulation  of  data, 
representatives  of  this  company  established  excellent  rapport  with 
the  personnel  at  the  system,  and  a  very  fine  basic  understanding 
was  maintained  with  members  of  the  committee  and  representatives 
of  state  departments  vitally  concerned  with  this  study. 

Close  consideration  of  their  findings  and  recommendations  indicates 
that  primary  attention  must  be  given  to  redrafting  the  retirement 
law,  improving  the  financial  position  of  the  system,  and  simplifi- 
cation and  strengthening  of  administrative  procedures  as  v;ell  as 
organizational  structure. 

With  careful  implementation  of  these  and  other  future  recommenda- 
tions, it  is  the  sincere  hope  of  the  committee  that  the  State 
Teachers'  Retirement  System  of  California  may  emerge  as  one   of  the 
outstanding  examples  of  public  retirement  benefit  systems  in  the 
country. 


RICHARD  B 
Chairman 
ERB:rc 


Peat,  Marwick,  Mitchell  8c  Co. 
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The  Honorable  E.  Richard  Barnes,  Chairman 
The  Joint  Legislative  Retirement  Committee 
California  State  Legislature 
Sacramento,  California 

Dear  Assemblyman  Barnes : 

Peat,  Marwick,  Mitchell  &  Co.  is  pleased  to  submit  this  report 

covering  our  management  survey  of  the  State  Teachers'  Retirement  System  as 

authorized  by  State  of  California  Standard  Agreement  Number  LCB  8308,  dated 

December,  1966  and  Assembly  Concurrent  Resolution  54. 

SCOPE  OF  SURVEY 

The  scope  of  the  management  survey  as  set  forth  in  the  above  cited 
agreement  was : 

1.  Study  the  existing  systems  and  propose  revisions  as  necessary 
for  the  development  of  efficient  systems  for  the  accumulation,  handling  and 
processing,  maintenance,  and  reporting  of  reliable  operating,  accounting, 
and  management  information  on  a  current  basis. 

2.  Study  the  present  organizational  plan  and  management  structure 
and  propose  revisions  as  necessary  for  the  development  and  establishment  of 
an  organizational  plan,  together  with  a  management  structure,  that  is  consis- 
tent with,  and  which  will  best  serve  to  accomplish,  (1)  above. 

3.  Review  the  retirement  system's  proposed  configuration  of  equip- 
ment in  connection  with  findings  regarding  present  and  projected  needs. 
Determine  the  feasibility  of  joint  use  of  equipment  and  facilities  with  the 
State  Employees'  Retirement  System. 

4.  In  the  study  of  all  the  systems,  ascertain  those  activities 
carried  on  by  the  retirement  system  in  fulfilling  its  purposes  and  respon- 
sibilities that  can  be  converted,  wholly  or  in  part,  to  electronic  data 
processing  to  produce  increased  effectiveness  and  improved  efficiency  in 
operations . 
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5.  Ascertain  the  requirements  and  develop  a  plan  for  the 
accumulation,  retention,  and  maintenance  of  data  necessary  to  the  actuarial 
requirements  of  the  retirement  system. 

6.  Study  the  proposed  change  from  an  annual  reporting  of  member 
information  to  a  monthly  reporting  period.   Review  the  information  required 
by  the  retirement  system,  the  form  and  method  of  reporting  of  this  infor- 
mation, and  the  instructions  issued  for  providing  this  information.   Outline 
any  indicated  problem  areas  and  any  inequities  among  the  membership  that 
might  result,  and  propose  solutions. 

7.  Ascertain  the  reporting  needs  of  the  Legislature,  the  State 
Controller,  the  State  Teachers'  Retirement  Board,  and  the  State  Teachers' 
Retirement  System,  and  develop  and  describe  reports  required  to  fulfill 
the  needs . 


8.  Review  the  existing  system  of  internal  control  and  indicate 
any  critical  need  for  strengthening  pending  implementation  of  any  recom- 
mendations for  changes.   In  developing  recommendations  during  all  phases 
of  the  survey,  emphasis  shall  be  placed  on  adequate  controls  for  the  con- 
tinuing manual  operations  and  in  regard  to  the  proposed  electronic  data 
processing  applications  to  minimize  recording,  processing,  and  reporting 
errors  . 

9.  Study  the  laws  governing  the  retirement  system  and  the 
attendant  rules  and  regulations  and  indicate  any  changes  that  are  desirable 
where  procedures  and  requirements  for  data  collection,  record  keeping,  fund 
structure,  length  of  service  computation,  benefit  computation,  etc.,  may  be 
outdated  and  unnecessary  or  not  in  accordance  with  sound  practices. 

10.  Ascertain  and  describe  legislation  needed  to  implement  the 
findings  and  recommendations  developed  during  the  management  survey, 

11.  Evaluate  the  present  and  anticipated  effect  of  continuance 
of  local  systems  on,  and  their  relationship  to,  the  State  Teachers'  Retire- 
ment System  considering  the  options  available  to  local  system  members  at 
the  time  of  retirement.   Analyze  the  cost  to  the  state  of  subventions  to 
local  systems  and  determine  the  fairness  to  the  state  relative  to  the  cost . 

12.  Explore  the  advisability  and  indicate  the  general  accep- 
tance among  retirement  systems  of  including  a  factor  in  the  employer  and 
member  contribution  rates  and  establishing  a  separate  reserve  account  to 
provide  for  the  financing  of  the  administrative  costs  of  the  State  Teachers' 
Retirement  System. 

13.  Explore  and  indicate  the  feasibility  of  development  and  the 
capability  of  the  system  to  develop  and  maintain  actuarial  data  on  a  formal 
controlled  basis  for  the  purpose  of  making  annual  valuations  by  the  system's 
staff  for  recording  and  inclusion  in  annual  financial  statements  and  state 
the  general  acceptance  of  this  practice. 

14.  Review  the  present  administrative  procedure  of  the  invest- 
ment program  of  the  State  Teachers'  Retirement  System. 
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Meetings  were  held  with  the  Joint  Legislative  Committee  to  review 
the  progress  of  the  study  and  to  obtain  direction  in  certain  areas.  Repre- 
sentatives from  the  Department  of  Finance,  Auditor  General's  office  and 
Legislative  Analyst's  office  have  attended  these  progress  meetings,  A 
special  meeting  was  convened  to  present  the  proposed  legislative  changes 
to  the  Board  of  the  State  Teachers'  Retirement  System  and  members  of  the 
California  Teachers'  Association. 

On  April  17,  1967  we  submitted  a  preliminary  report  to  your 
committee  describing  the  recommended  changes  to  the  existing  Teachers' 
Retirement  System's  legislation.  This  material  is  included  in  this  report 
in  Chapters  II  through  VI  and  Chapter  XIV. 

RECOMMENDATIONS 

The  major  recommendations  contained  in  our  report  are  summarized, 
by  chapter,  in  the  remainder  of  this  letter. 

(a)   Chapter  II 

The  present  retirement  law  should  be  rewritten  on  a  programmed 
basis  to: 

1.  Simplify  its  wording  and  standardize  its  contents. 

2.  Include  a  composite  index  to  existing  and  prior  law. 

3.  Delete  certain  sections  of  the  law  which  can  be  more  effec- 
tively handled  by  policy  decisions  made  by  the  S.  T.  R.  S.  Board  or  its 
appointed  officers. 

4.  Simplify  administrative  procedures. 

5.  Improve  the  financial  position  of  the  System. 

6.  Require  that  before  future  legislation  is  passed  into  law, 
the  costs  over  a  number  of  years  and  the  effect  on  operative  procedures  be 
made  clear  to  the  Legislature. 


iv 


(b)   Chapter  III 

In  order  to  revise  the  present  contribution  plan: 

1.  Amend  the  retirement  law  to  make  it  optional,  rather  than  com- 
pulsory, that  rates  vary  by  age  and  sex. 

2.  Perform  an  actuarial  study  to  develop  a  flat  contribution  rate 
for  all  members. 

3.  Develop)  a  schedule  of  rates  varying  by  sex  and  broad  entry 
age  groups,  retaining  the  50-50  concept  if  the  flat  rate  is  not  feasible, 

4.  Consider  direct  remittance  by  the  employing  agency  of  member 
contributions,  coupled  with  corresponsing  cash  salary  reduction  of  equal 
amount  in  lieu  of  payroll  deductions. 

5.  Discontinue  voluntary  contributions. 

6.  Change  the  normal  form  of  allowances  to  a  "modified  cash 
refund  annuity"  which  provides  a  death  benefit  equal,  at  any  time,  to  the 
excess  of  the  member's  accumulated  contributions  at  retirement  over  the 
sum  of  the  allowance  payments  received  by  him. 

7.  Extend  the  money-back  guarantee  to  the  optional  forms  of 
settlement  in  order  to  make  them  consistent  with  the  recommended  normal 
form. 

8.  Take  no  action  to  amend  the  law  to  remove  the  inequities  cited 
in  this  chapter,  since  the  proposed  flat  rate  contribution  system  will  accom- 
plish this  automatically. 

9.  Establish  an  interest  rate  annually  by  the  Teachers'  Retire- 
ment Board  to  determine  refunds  to  members  and  their  beneficiaries. 

10.  Credit  interest  on  refunds  in  the  future  on  all  member  con- 
tributions, including  the  first  $60. 

11.  Include  only  a  graded  percentage  of  the  refundable  interest 
when  crediting  the  member's  account  on  short-term  terminations  during  the 
first  five  years  the  member  participates  in  the  System, 

12.  Reflect  such  forfeited  interest  as  an  increase  in  an  expense 
reserve  to  help  defray  the  administrative  costs  of  the  System, 

13.  Calculate  redeposits  by  using  a  rate  of  interest  which  is 
approximately  equal  to  the  rates  actually  earned  by  the  System  during  the 
member's  absence, 

14.  Use  the  same  procedure  as  item  (13)  above  to  determine  the 
cost  of  "buying-in"  voluntarily  for  local  retirement  system  service. 


15.  Use  the  hypothetical  amount  which  would  have  been  accumu- 
lated by  the  System  had  the  member  not  been  in  a  local  retirement  system  in 
calculating  subvention  payments,  using  the  experienced  interest  rates  rather 
than  the  refund  interest  rate. 

16.  Include  in  the  law  a  different  set  of  eligibility  requirements 
for  substitute  and  part-time  teachers  (including  adult  education  teachers) 
to  be  determined  by  the  Teachers'  Retirement  Board. 

17.  Define  the  benefit  for  future  service  for  part-time  and  sub- 
stitute teachers  as  one-sixtieth  of  "Total  Adjusted  Earnings," 

(c)   Chapter  IV 

Recommendations  affecting  the  fund  structure  are: 

1,   Revise  the  existing  reserve  structure  to  make  more  effective 
use  of  the  assets  of  the  System  and  to  simplify  accounting  records  and 
systems . 

2o   Redistribute  all  Permanent  Fund  Reserves  and  the  Contingency 
Reserve . 

3.  Redefine  the  contribution  of  the  State  with  respect  to  retired 
members,  survivors'  allowances,  one-half  continuance  allowances,  death 
benefits  and  the  active  member  reserve. 

4.  Combine  the  existing  methods  of  contributions  from  school 
districts  and  employing  agencies  into  a  single  rate. 


(d)   Chapter  V 

The  local  systems  (Los  Angeles  and  San  Francisco)  are  not  a  major 
burden  on  S.  T.  R.  S.  and  no  significant  administrative  impediments  would 
result  if  the  local  systems  were  merged  into  S.  T.  R.  S.   We  recommend 
these  actions: 

1.  Subventions  to  Los  Angeles  and  San  Francisco  should  be  com- 
puted on  the  same  basis. 

2.  Subventions  to  these  systems  should  be  calculated  on  the  basis 
of  an  interest  rate  approximately  equal  to  the  actual  investment  earnings 
rate  of  the  System,  instead  of  the  refund  rate  as  in  now  the  case. 

3.  The  State  should  urge  adoption  of  a  plan  to  merge  the  local 
systems  into  S.  T.  R.  S.  A  voluntary  committee  should  be  formed  to  study 
the  many  issues  and  to  formulate  a  program  of  merger. 
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(e)  Chapter  VI 

The  following  immediate  changes  to  the  current  Retirement  Law 
should  be  made: 

1.  Modify  Section  13861  of  the  State  Teachers'  Retirement  Law  to 
permit  the  use  of  revised  methods  of  determining  member  service  for  substi- 
tute and  part-time  teachers  prior  to  July  1,  1956. 

2.  Broaden  the  investment  powers  of  the  Board  to  include  the 
power  to  enter  into  group  annuity  contracts  with  life  insurance  companies, 

3.  Permit  the  Board  to  invest  in  such  contracts  all  or  any  part 
of  the  System's  assets. 

4.  Add  the  System  to  those  agencies  exempted  from  approval  by 
the  Director  of  Finance  on  every  investment  transaction  under  Section  11012 
of  the  Government  Code . 

(f)  Chapter  VII 

In  order  to  strengthen  and  simplify  the  organization  of  S.  T.  R.  S. 
we  recommend: 

1.  The  position  of  Executive  Officer  should  provide  both  admin- 
istrative and  technical  direction  of  the  System, 

2.  The  position  of  Assistant  Executive  Officer  should  be  respon- 
sible for  execution  of  policy  and  administrative  decisions  of  the  Executive 
Officer. 

3.  The  position  of  External  Relations  Officer  should  be  established 
reporting  to  the  Executive  Officer. 

4.  The  position  of  Actuarial  Coordinator  should  replace  the 
position  of  Actuary,  based  on  revised  position  requirements. 

5.  The  existing  three  divisions  (Membership  and  Benefits,  Accoun- 
ting, and  Office  Services)  should  be  reorginized  into  five  divisions  (Mem- 
bership, Benefits,  Accounting,  Data  Processing  and  Office  Services)  with  a 
reassignment  of  responsibilities  on  a  functional  basis. 

6.  A  training  program  should  be  instituted  based  on  development 
of  procedure  manuals,  scheduled  training  sessions  for  S.  T.  R.  S.  personnel 
and  cross-training  and  rotation  of  duties. 

7.  Office  layout  should  be  revised  to  provide  more  efficient 
supervision  by  management  and  effective  flow  of  work. 
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8.   The  Teachers'  Retirement  Board  should  become  more  effective 
through: 

-  attendance  at  all  Board  meetings  by  all  members  of  the 
Board 

-  more  attention  to  policy  and  administration  matters  than  to 
details  of  member  cases 

-  submission  of  periodic  management  reports  to  the  Board  by 
the  Executive  Officer  covering  action  taken  or  planned  to 
to  improve  the  operation  of  the  System 

(g)   Chapter  VIII 

Revision  of  the  System  for  reporting  member  contributions  should 
include: 

1.  Assumption  by  S.  T.  R.  S.  of  full  responsibility  for  collecting 
and  maintaining  the  official  record  of  teacher  service  for  retirement. 

2.  The  System  should  determine  eligibility  for  membership,  when 
a  retired  substitute  has  exceeded  the  limitation,  or  when  a  member  is  eli- 
gible for  redeposit. 

3.  Conversion  from  annual  to  monthly  reporting  of  member  con^ 
tributions . 

4.  Compatibility  of  reporting  content  with  reports  of  the  State 
Employees'  Retirement  System  should  be  achieved. 

(h)   Chapter  IX 

The  basic  recommendation  is  for  a  long-range  conversion  program 
to  a  computer  system  based  on: 

1.  Establishing  a  sound  and  workable  program  for  bringing  present 
records  up  to  date. 

2.  Delaying  consideration  of  automatic  computation  of  quotations 
and  retirement  benefits  and  the  video  display  concept. 

3.  Use  alternate  methods,  for  the  foreseeable  future,  for  pro- 
cessing an  automated  roster  file,  the  actuarial  analysis  and  investment  re- 
porting . 

4.  Convert  to  monthly  contribution  reporting  over  a  three  year 
period . 
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5.  Reconsideration  of  integrating  data  processing  operations  of 
S.  T.  R.  S.  and  S.  E.  R.  S.  at  the  time  S.  T.  R.  S.  is  on  a  current  basis 
and  is  operating  effectively  (at  least  five  years  from  now)  • 

6.  Modification  of  the  present  IBM  System  360/30  equipment  to 
eliminate  the  tele-processing  equipment,  reduce  the  storage  capacity  of  the 
Central  Processor  (65K  to  32K) ,  and  substitute  the  1443  Printer  for  the  1403 
Printer  and  Control. 


(i)   Chapter  X 

Recommendations  affecting  membership  records  include: 

1.  Combine  member  records  now  maintained  by  Verifications,  Re- 
funds, Benefits,  Auditing,  Claims,  Office  Services,  and  the  Executive  Officer 
into  one  master  file. 

2.  Install  a  system  of  "file  management"  over  member  records  in- 
cluding a  monthly  inventory  of  files,  preparation  of  a  "File  Locator  List" 
and  definition  of  filing  sequence  and  contents. 

3.  Require  members  to  use  Social  Security  numbers,  in  corres- 
pondence or  contacts  with  the  System. 

4.  Redesign  of  Rate  Request  Form  (309). 

5.  Issue  of  a  questionnaire  to  all  counties  to  determine  the 
potential  of  eliminating  the  process  of  returning  forms  and  punched  cards. 

6.  Establishing  processing  controls  over  new  member  applications 
and  status  changes  forwarded  to  data  processing. 


(i)   Chapter  XI 

We  recommend  that  the  Verifications  Sections  in  Benefits  and  Mem- 
bership be  combined  in  the  Membership  Division.  Additional  recommendations 
for  Benefits  and  Verification  Operations  include: 

1.  Filing  of  forms  368A  (record  of  teaching  service  sent  to 
teachers  with  service  prior  to  1944)  in  the  member  file  record. 

2.  Begin  verification  activity  when  letters  requesting  retire- 
ment are  received  from  teachers. 

3.  Eliminate  requirement  of  form  F  69  if  teacher  has  a  form  368A 
on  file. 

4.  Accept  this  record  of  service  for  computing  retirements  once 
service  has  been  verified. 
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5.  Transfer  responsibility  for  processing  estimated  retirement 
payments  to  the  Retired  Payments  Section  (Chapter  VII) . 

6.  Computing  service  on  the  basis  of  days  worked,  earned  to  earnable 
salary,  records  available  at  the  System  (when  county  records  are  unavailable)  or 
on  the  basis  of  a  notarized  statement  from  the  teacher  should  be  permitted  based 
on  the  specific  county  records  available. 

7.  Revise  the  internal  verifications  procedure. 


(k)   Chapter  XII 

Five  major  functions  should  be  established  in  the  Accounting  Division 
Control,  Reports,  Member  Receivables,  Benefit  Payments,  and  Cash  Management  and 
Investment  Accounting. 

1.  Eliminate  responsibility  in  this  Division  for  recording  members' 
service  and  contributions,  determining  arrears  amounts,  redeposit  eligibilityj 
members'  statements  or  verification  entries. 

2.  Assign  responsibility  for  processing  controls  of  all  data  to  the 
Control  Section. 

3.  Assign  responsibility  for  System  Reporting  (financial,  actuarial, 
budgetary  and  performance)  to  the  Reports  Section. 

4.  Assign  responsibility  for  maintaining  membership  billing  records 
to  the  Member  Receivables  Section  and  redesign  the  billing  system. 

5.  Combine  benefit  rolls  from  the  Retired  Payments  Section,  Office 
Services  Section,  and  the  Benefits  Section  into  the  Benefit  Payments  Section. 

(1)   Chapter  XIII 

We  recommend  that  the  responsibility  for  performing  the  various  actu- 
arial functions  be  reallocated,  that  the  actuarial  information  produced  and  re- 
ported by  the  System  be  expanded  and  that  the  assumptions  used  in  estimating 
liabilities  and  determining  member  contribution  rates  be  subject  to  critical 
annual  analysis.   In  addition  we  recommend: 

1.  Establishing  the  position  of  "Actuarial  Coordinator"  to  replace 
the  position  of  Actuary. 

2.  Utilize  the  services  of  an  actuarial  consulting  firm  to  review 
procedures  and  interpret  processing  results  rather  than  to  process  the  data. 


3.  Scientific  projections,  showing  the  expected  level  and  incidence 
of  State  outlays,  be  made  a  part  of  the  valuation  procedure. 

4.  All  proposed  liberalizations  of  the  plan  be  priced  out  in  connec- 
tion with  the  actuarial  valuation,  or  as  a  special  study.  j 

5.  Actuarial  valuations  be  performed  on  an  annual  basis.  i 

6.  A  gain  and  loss  analysis  be  incorporated  into  the  annual  valuation 
procedure  and  these  results  be  included  in  the  System's  annual  report. 

(m)   Chapter  XIV 

The  Teachers'  Retirement  Board  should  consider  the  following  regarding 
System  investments  and  investment  administration: 

1.  Purchasing  group  annuities  from  an  insurance  company. 

2.  Pursuing  a  plan  to  invest  in  mortgage  contracts  when  they  are 
attractive  incomewise. 

3.  Continually  re-evaluating  corpori.te  equity  investments. 

4.  In  conjunction  with  steps  (2)  and  (3),  exploring  the  investment 
services  offered  by  commercial  firms  to  provide  investment  services  in  segre- 
gated portfolios. 

5.  Improving  the  use  of  presently  available  cash  resources  through 
improved  procedures  and  forecasting. 

6.  Utilizing  S.  E.  R.  S.  computerized  investment  accounting  pro- 
grams to  reduce  expense  and  provide  better  portfolio  information  to  invest- 
ment officers. 

(n)   Chapter  XV 

Recommendations  included  in  this  report  are  expected  to  substantially 
reduce  the  State's  outlay  for  benefits.   However,  installation  of  the  recommended 
program  will  require  increased  administrative  expense,  though  not  greatly  in 
excess  of  the  programs  originally  proposed  by  S.  T.  R.  S.  for  data  processing    ' 
alone.   In  summary: 

1,  Clerical  costs  of  $130,000  to  $333,000  are  expected  annually  over 
the  next  five  years.   Reductions  should  begin  in  1973. 

2.  The  program  for  purchasing  annuities  should  result  in  a  reduction 
of  State  funds  to  be  approximately  $1,000,000  in  the  first  year  (ending  June  30, 
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1968)  with  an  ultimate  annual  savings  of  $2,500,000  to  the  State. 

3.  More  effective  use  of  the  reserves  of  the  System  should  reduce 
the  State  outlay  by  an  additional  $1,000,000  to  $3,000,000  annually. 

4.  Revising  the  investment  policy  and  making  more  rapid  investments 
should  produce  additional  income  from  this  source  by  $50,000  to  $100,000  per 
year  . 

5.  Monthly  reporting  and  completion  of  the  verifications  program 
will  reduce  clerical  costs  at  county  offices  by  approximately  $300,000  annually. 

6.  Completion  of  the  same  program  at  S.  T.  R.  S.  will  reduce  clerical 
costs  at  S.  T.  R.  S.  by  approximately  $100,000  annually. 

7.  Additional  clerical  cost  reductions  should  result  from  installation 
of  the  Computer  System. 

8.  Finance  administrative  costs  by  either  (a)  adding  a  direct  sur- 
charge to  member  contributions,  or  (b)  deducting  the  amount  required  from  in- 
vestment income. 


(o)   Chapter  KVI 

Implementation  of  recommendations  contained  in  this  report  will  require 
at  least  five  years  on  a  scheduled  basis.   Major  implementation  programs  would 
be: 

1.  Organization  -  plans  and  programs,  changes  to  division  structure, 
external  relations,  documentation,  training  and  office  layout. 

2.  Actuarial  Study  -  data  updating,  analysis  and  recommendations. 

3.  ]Law  -  rewriting  and  legislative  approval. 

4.  Data  Processing  -  equipment  specifications,  design  and  programming, 
training  and  testing,  documentation  and  conversion. 

5.  Clerical  Systems  -  member  records,  work  simplification,  verifi- 
cation, controls  and  forms  revision, 

6.  Financial  -  investment  administration,  funds  structure,  accounting 
records  and  reporting. 
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The  implementation  program  should  be  assigned,  on  a  full-time  basis, 
to  an  employee  of  the  System  who  has  responsibility  at  the  Assistant  Executive 
Officer  level  and  who  can  control  and  coordinate  the  program. 

******* 

We  wish  to  express  our  appreciation  for  the  cooperation  and  many 
courtesies  extended  to  us  during  this  study  by  everyone  concerned. 

Very  truly  yours. 


fcdJt  ^KVUMvifrte  .KVuXeUafit  ¥  <2o . 


MANAGEMENT  SURVEY 
of  the 
STATE  TEACHERS'  RETIREMENT  SYSTEM 
for  the 
Joint  Legislative  Retirement  Committee 
of  the 
California  Legislature 


TABLE  OF  CONTENTS 


INTRODUCTION 


Objectives  of  the  Study 
Organization  of  the  Report 
Terminology    


Page 

I-l 

I-l 
1-2 
1-4 


LAWS  AND  RULES  GOVERNING 

THE  STATE  TEACHERS'  RETIREMENT  SYSTEM 


Timing  of  Changes 
The  Existing  Law 
Rewriting  the  Law 


PROPOSED  PLAN 


II-l 

II-l 
11-2 
II-2 

III-l 


Member  Contributions .  .  . 

The  50-50  Concept    ......... 

Actuary's  Interpretation  of 

the  50-50  Concept  ......... 

Member  Rates  of  Contribution  to 

Retirement  Annuity  Fund  ....•■ 

Comments  on  Salary  Scale   •  

Effect  of  Higher  Interest  Rate   •  •  • 
An  Alternative  to  Payroll  Deductions 
Voluntary  Contributions  ....... 

Recommendations  ........... 

Death  Benefits .  .  .  . 

Conditions  Under  Which  Payable   •  •  • 
Inequity   .............. 

Practice  in  Private  Retirement  Plans 
Recommendations  ....  

Refunds,  Redeposits  and  Re-entry   •  •  • 

Background   . .  .  .  . 

Inequities   ............. 

Effect  of  Redepositing   ■ 

Effect  of  "Buying-In"    ....... 

Effect  of  Subventions    ....... 

Recommendations    .......... 


III-l 
III-l 

1II-2 

III-3 

III-4 

III-5 

III-5 

III-6 

III-7 

III-8 

III-8 

III-9 

III-9 

III-9 

III-IO 

III-IO 

III-ll 

III-ll 

III-12 

III-12 

111-12 


TABLE  OF  CONTENTS 

Page 

Part-Time  and  Substitute  Teachers   III-13 

Eligibility   •  ■ •  III-13 

Benefits   .....  III-14 

Recommendations  Ill -14 

Summary  of  Recommendations  and  Advantages  ...  111-15 

Summary  of  Recommendations   III-15 

Summary  of  Advantages    ....  III-16 

FUND  STRUCTURE  .  .  , IV-1 

Historical  Brief   .....................  IV-1 

Financial  Reporting  .....  IV-2 

Contingency  Reserve  ......  IV-3 

Elements  of  Contingency IV-3 

Uncredited  Interest  .  IV-4 

Other  Permanent  Fund IV-5 

Recommended  Reserve  Structure  IV-5 

Redistribution  of  Reserves   IV-6 

Contribution  of  the  State  Redefined  IV-7 

Contributions  of  School  Districts  and 

Other  Employing  Agencies  Redefined IV-7 

Summary ,  IV-8 

LOCAL  SYSTEMS V-1 

Effect  of  Local  Systems  on  S.T.R.S ,  V-1 

Subventions V-2 

Los  Angeles  ........  .....  V-2 

San  Francisco  ......  ......  V-2 

Proposed  Subvention  Basis  ....  .....  V-2 

Continued  Existence  of  Local  Systems V-3 

Steps  Toward  Solution .  V-3 

Issues  to  be  Resolved V-3 

Summary .  v-4 

IMMEDIATE  CHANGES  TO  THE  LAW VI-1 

State  Teachers'  Retirement  Law  -  Section  13861 •  .  VI-1 

Investment  Powers  of  the  Teachers'  Retirement  Board  ....  VI-2 

Approval  of  Investment  Transactions  ............  VI-2 

ORGANIZATION  OF  S.T.R.S.  .......  VII- 1 

Background VII- 1 

Program  Planning   ....  .....  VII-2 

Supervision .  VII-2 

Management.  . VII-3 

Executive  Officer  .....  .  .  VII-3 

Assistant  Executive  Officer  ...  .  VII-4 


TABLE  OF  CONTENTS 


Organization  Structure   ........ 

Objectives  for  Organizational  Change 

Revised  Organization  Structure   •  •  • 

Membership  Division    ........ 

Benefits  Division    •  . 

Accounting  Division  ...  

Data  Processing  Division   ...... 

Office  Services  Division   ...... 

External  Relations .  .  , 

Teacher  Retirements  ......... 

County  System    ........... 

External  Relations  Program   .  .  .  .  . 

Personnel  Training   .......... 

Office  Layout  ............. 

The  Retirement  Board   ......... 

Effectiveness  of  the  Board   .  .  .  .  . 

Board  Meetings .  .  . 

Installation  Responsibility  .  .  .  .  . 
Summary    .....  .  .  . 


VII-5 

VII-5 

VII-6 

VII-6 

VII-7 

VII-8 

VII -9 

VII-10 

VII-10 

VII-10 

VI1~11 

VII-11 

VII-12 

VII-14 

VI I -14 

VII-14 

VII-15 

VII-15 

VII-15 


REPORTING  OF  CONTRIBUTIONS 


VIII-1 


Problems  with  the  Present  Reporting  Procedures 

Problems  of  the  Counties   ...  

Report  Quality .  .  .  . 

Processing  Capacity  ......  

Scheduling   ............  

Effect  of  Delays. .  .  .  . 

Alternatives  for  Improvement   . 

System  Responsibility  ............ 

Report  Content   ............... 

Report  Timing    .........  

Monthly  Reporting  ............... 

County  Support   ............... 

Service  to  Members   ............. 

Compatibility  with  S.E.R.S.  ......... 

Problems  Created   .............. 

Overcoming  New  Problems  ........... 

Summary  ............  


VIII-1 
VIII-1 
VIII-2 
VlII-3 
VIII-3 
VIII-3 
VIII-4 
VIII-4 
VIII-5 
VIII-5 
VIII-6 
VIII-6 
VIII-6 
VIII -7 
VIII-7 
VIII-8 
VIII-8 


DATA  PROCESSING  PROGRAM 


IX -1 


Status  of  the  Present  ........... 

Data  Processing  System.  ...  

Present  Data  Processing  Applications   .  . 
Condition  of  Punched  Card  Master  Records 
Equipment  Utilization  ,........, 

Scheduling   ............... 

Quality  of  Input  Data 


IX- 1 

IX -2 
IX-2 
IX -3 
IX -3 


TABLE  OF  CONTENTS 


Controls     •  • •  IX-4 

Present  Costs  ....-..•••'•  .....  IX-4 

S.T.R-S   Proposed  Data  Processing  Program  .........  lX-4 

Planned  Computer  Applications  .....  ....  IX-5 

Equipment    ..............  .  .  IX-6 

Personnel  Requirements   ........  .  .  IX-6 

Installation  Schedule  .....  .  lX-7 

Cost  of  the  Program IX-7 

Evaluation  of  the  Proposed  Program   ............  IX-7 

Condition  of  the  Present  System   ............  lX-8 

Data  Processing  Applications   ..............  IX-8 

Schedule  of  Conversion   ........  ....  IX-9 

Data  Processing  Equipment  Requirements   ...  .  IX- 10 

Personnel  Requirements IX- 10 

Summary  . IX -10 

Analysis  of  Joint  S .E .R.S . /S .T.R.S .  Computer  Facility  .  .  .  IX-11 

Lack  of  Immediate  Compatibility IX-11 

Systems  Integration    .........  .  .  IX-11 

Equipment  Requirements  and  Costs IX-12 

Summary    ........................  IX-12 

Recommended  Data  Processing  Program IX- 13 

Growth  Considerations  and  Systems  Requirements   .....  IX- 13 

Proposed  Data  Processing  Applications  ..........  IX-14 

Computer  Equipment  Requirements  , IX- 15 

Personnel  Requirements   .................  IX- 17 

Data  Required  for  Performing  Annual  Actuarial  ....... 

Valuations  and  Experience  Studies  ............  IX-17 

Active  and  Inactive  Members  ...............  IX- 18 

Retired  Members    ....................  IX- 19 

Summary    .........................  IX-20 


MEMBERSHIP  DIVISION 


X-1 


Member  Records   ............... 

Consolidated  Filing  System   ........ 

Workload  and  File  Control    ........ 

File  Organization  ............. 

Roster  File  Operation 

Application  and  Status  Change  Procedures   .  . 

Forms  Redesign   .......  

Contribution  Rate  Requests   ........ 

Member  Status  Changes    .......... 

Member  Status  Change  Reports   ....... 

Input  Controls   .............. 

Electronic  Data  Processing  Systems   ..... 

Active  Member  Statistical  Records  ..... 

Processing  New  Applications  ........ 

Status  Changes,  Inquiries,  and  Rate  Requests 

Age  Discrepancies  .....  ... 

Investigation  of  Discrepancies   ...... 

Impact  of  Current  Annual  Statements  .... 


X-1 
X-2 
X-2 
X-3 
X-3 
X-4 
X-4 
X-5 
X-5 
X-6 
X-6 
X-6 
X-7 
X-7 
X-8 
X-8 
X-8 
X-9 


TABLE  OF  CONTENTS 


Refunds  and  Redeposit  Status 

Non-Member  Records   .  .  .  .  . 

Summary  of  Benefits    .  .  .  .  . 


BENEFITS  MP  VERIFICATION  OPERATIONS 

Retirement  Clerical  Procedures 
Retirement  Benefit  Calculations 
Estimated  Retirement  Roll    .  . 
Service  Verification   ..... 

Combined  Verifications  Function  .  .  . 

Selection  of  Records  for  Verification 

Methods  of  Determining  Service   .  .  . 

Recommended  Verification  Procedures  . 

Supervision  and  Training  .  .  . 

Staffing  and  Cost   ...... 

Verification  of  Post-1956  Service 
Summary  of  Benefits    ...... 


ACCOUNTING  DIVISION 


Control  Section  ...  

Expanded  Activity  

Data  Processing  Controls   .  .  . 

Scheduling  and  Documentation 
Reports  Section    ........ 

Financial  Reporting  ...... 

Budgetary  Reporting  ...... 

Performance  Reporting  .  .  .  .  . 

Reporting  System  ....... 

Member  Receivables   ....... 

Present  System    ....... 

Redesign  of  Receivables  System 
Benefit  Payments   ........ 

Duplicate  Rolls  ........ 

Affidavits    ......... 

Summary    ............ 


ACTUARIAL  OPERATIONS      ......... 

The  Position  of  "Actuary"  ...... 

Duties  of  the  Actuary   ...... 

Present  Job  Description  ...... 

Revised  Job  Description  ...... 

Revised  Functions   ........ 

Recommendations  .......... 

Actuarial  Valuation  Method   .  .  .  .  . 

Shortcomings  of  the  Current  Method 

Misleading  Comparisons   ...... 

Scientific  Projections   ...... 


X-9 
X-9 
X-9 

XI-1 

XI-1 
XI-2 
XI-3 
XI-3 
XI -4 
XI-5 
XI-5 
XI-7 
XI-7 
XI-8 
XI-8 
XI-8 

XII-1 

XII-1 

XlI-2 

XII-2 

XIl-3 

XII-4 

XII-4 

XII-5 

XII-6 

XII-7 

XII-7 

XII-8 

XII-8 

XII-9 

XlI-9 

XII-10 

XII-11 

XIII-1 

XIII-1 
XIII-1 
XIII-2 
Xlll-2 
XlII-3 
XIII-4 
XIII-4 
XIII-4 
XIII-5 
XIII-5 


TABLE  OF  CONTENTS 


Recommendations   .  .  .  , •  XIII-6 

Assumptions  Used  in  Actuarial  Valuations .....  XIII-6 

Assumptions  for  Calculating  Liabilities  •  •  •  •  XIII-7 

Experience  Studies   XIII-7 

Gain  and  Loss  Analysis XIII-9 

INVESTMENTS  AND  INVESTMENT  ADMINISTRATION   •  XIV-1 

Effect  of  Policies   ...  .......  XIV-1 

Purchase  of  Annuities  ............  •  XIV-2 

Purchase  from  System   ..................  XlV-2 

Purchase  from  Insurance  Company  .............  XIV-2 

Reduction  in  State  Outlay   ...............  XIV-3 

Recommendations    ......  XIV-4 

Mortgage  Investments XIV-5 

Meeting  of  July  29,  1966 XIV-5 

Meeting  of  September  23,  1966 XIV-5 

Meeting  of  November  4,  1966 XIV-6 

Administration  of  Mortgage  Investments   .  XIV-6 

Equity  Investments   .........  .  .  XIV-7 

Other  Investmemt  Services  ......  .....  XIV-7 

Cash  Management    . XIV-7 

Loss  to  System   ..............  XlV-8 

Revised  Procedure  .....  ...  XIV-8 

Investment  Accounting XIV-9 

Combined  Record      .........  .  XIV-9 

Simplified  Entry     ...................  XIV-9 

PROGRAM  COSTS   ....................  XV-1 

Need  for  Increased  Administrative  Cost   ..........  XV-1 

Projected  Costs  of  our  Proposed  Program  ..........  XV-3 

Potential  Savings  to  the  State  and  the  System  .......  XV-3 

Financing  Administrative  Costs   .......  .  XV-A 

Summary  ...............  ......  XV-5 

INSTALLATION  ..........  .  .  XVl-1 

Major  Programs. XVI- 1 

Schedule  of  Implementation XVI -1 

Installation  Responsibility  ...........  XVI-l 


TABLE  OF  CONTENTS 


ILLUSTRATIONS 


Effect  on  Member  Rates  of  Contribution  to  System  .  .  Facing  Page     III-4 

Possible  Recommendations  Regarding  Member 

Contributions.  .......  Facing  Page     III-8 

Illustration  of  Calculation  of  Total  Adjusted 

Earnings  ....  ...........  Facing  Page 

Source  and  Use  of  Proposed  Reserve  Structure  ....  Facing  Page 

Present  Organization  Structure  .  .  .  ,  Facing  Page 

Proposed  Organization  Structure   .  ....  Facing  Page 

Floor  Plan Facing  Page 

Proposed  Organization  -  Membership  Division   ....  Facing  Page 

Proposed  Organization  -  Benefits  Division   Facing  Page 

Proposed  Organization  -  Accounting  Division   ....  Facing  Page 

Suggested  Performance  Report  .  .  .  Facing  Page 

Comparison  of  Monthly  Amount  of  Annuity  Purchased 

by  $lt),000;  Insurance  Company  vs  System-  .....  Facing  Page 

Installation  Organization.  .............  Facing  Page 

EXHIBITS 


Statistical  Data  Showing  Indexes  of  Average  Annual  Salaries  of 
School  Teachers,  in  the  Pacific  Region,  in  Cities  of  50,000 

Inhabitants  or  More   .....................  A 

Plan  for  Reallocation  of  Reserves.  ...............  B 

Position  Description  -  Executive  Officer  ............  C 

Position  Description  -  Assistant  Executive  Officer  D 

Summary  of  Present  Data  Processing  Applications 

Fiscal  Year  1965-66.  .....................  E 

Summary  of  Equipment  Utilization  by  Machine 

Fiscal  Year  1965-66.  ........  .  .  F 

Present  Data  Processing  Equipment  and  Personnel  Costs-  .....  G 

Data  Processing  Equipment  Costs  -  STRS  Proposed  Configuration-  •  H 


III- 

-15 

IV- 

-6 

VII- 

-1 

VII- 

-6 

VII- 

-14 

X- 

-1 

XI- 

-1 

XII- 

-1 

XII- 

■7 

XIV- 

■3 

XVI- 

-3 

TABLE  OF  CONTENTS 

Exhibits  (Cont'd) 

Data  Processing  Personnel  Costs  -  STRS  Proposed  Program   ....  I 

Projected  Membership  Data  -  1967  to  1975 J 

Projected  Data  Processing  Personnel  Requirements  ........  R 

Reporting  System  ...................  l 

Projected  Cost  Increases  -  Proposed  Improvement  Program   ....  M 

Installation  Schedule.  ........  ........  N 


I-l 


I  -  INTRODUCTION 

We  present  in  this  report  our  findings  and  recommendations  resulting 
from  our  survey  of  the  California  State  Teachers'  Retirement  System.   We  have 
met  to  discuss  the  legal  and  system  recommendations  with  management  of  the 
System  so  that  they  are  fully  aware  of  the  results  of  our  study.   Progress 
meetings  with  the  Joint  Legislative  Retirement  Committee  have  been  held  to 
review  the  progress  of  the  study  and  to  obtain  direction  in  certain  areas. 
In  addition,  representatives  from  the  Department  of  Finance,  the  Auditor 
General's  office,  Legislative  Analyst's  office,  have  attended  the  progress 
meetings  and  were  individually  kept  informed  of  the  progress  of  the  study. 
A  special  meeting  was  convened  to  present  the  proposed  legislative  changes 
to  the  Board  of  the  State  Teachers'  Retirement  System  and  members  of  the 
California  Teachers'  Association. 

OBJECTIVES  OF  THE  STUDY 

In  brief,  the  objectives  were  to: 

1.  Evaluate  the  existing  organization,  systems,  and  procedures  in 
relation  to  the  requirements  of  the  System  and  develop  recommendations  to 
improve  service,  effectiveness  and  control  within  reasonable  cost  boundaries, 

2.  Review  the  System's  proposed  plans  for  expanded  data  processing 
capacity  and  monthly  reporting,  and  explore  other  alternatives. 

3.  Develop  more  effective  informational  and  reporting  methods  to 
members,  to  State  agencies  and  to  the  Legislature. 

4.  Study  the  relationship  of  laws  governing  the  System  with  admin- 
istrative processes. 

5.  Explore  the  administrative  impact  of  local  systems,  financing 
of  administrative  costs,  and  investments. 

6.  Evaluate  present  actuarial  methods,  assumptions  and  responsi- 
bilities as  they  affect  the  administrative  and  financial  aspects  of  the  System. 
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ORGANIZATION  OF  THE  REPORT 

Due  to  the  extensive  recommendations  resulting  from  this  study  we 
have  limited  our  report  to  specific  recommendations  which  require  management, 
Board  or  Legislative  approval.   We  have  not  attempted  to  list  the  many  detailed 
recommendations  in  the  areas  of  forms,  work  flow,  card  processing  and  office 
layout.   These,  we  feel,  are  an  integral  part  of  installation  which  should  be 
reviewed  and  discussed  at  that  time. 

In  accordance  with  our  contract  a  preliminary  report  describing 
legislation  needed  to  implement  our  findings  and  recommendations  was  prepared 
by  April  15,  1967  and  submitted  on  April  17,  1967.   Minor  modifications  have 
been  made  to  this  report,  and  its  content  is  contained  in  Chapters  II  through  VI 
and  Chapter  XIV  of  this  report. 

Chapters  VII  through  XIV  deal  with  the  organizational,  systems  and 
procedural  aspects  of  the  System.   The  groundwork  for  later  detailed  discussion 
is  contained  in  Chapter  VII,  Organization,  which  outlines  changes  to  structure 
and  duties  of  the  System.   Chapters  VIII  and  IX  discuss  the  key  questions  of 
monthly  reporting  and  data  processing.   Chapters  X  through  XIV  contain  a  review 
of  the  membership, .  benefits,,  verification,,  accounting,.. acJuiar-ial  and  investment 
activities . 

Chapters  XV  and  XVI  summarize  the  cost  impact  of  the  proposed  programs^ 
and  the  plan  structure  for  implementation. 

MAJOR  RECOMMENDATIONS 

The  major  recommendations  resulting  from  this  study  which  are 

discussed  in  detail  in  the  following  chapters  can  be  summarized  as  follows: 

1.   Law  and  Rules  Governing 

The  State  Teachers'  Retirement  System 

-  Immediate  changes  to  the  law  to  reduce  the  administrative 
workload  of  the  System  and  the  counties  and  to  improve  the 
financial  position  of  the  System  and  the  State. 
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-  Deferred  changes  to  the  law  to  remove  inequities,  and  simplify 
the  wording  of  the  law  by  a  complete  rewrite  of  the  law. 

2  .   Proposed  Plan 

-  Within  the  concept  that  members  should  pay  for  507o  of  their 
currently  accruing  benefits. 

-  The  introduction  of  a  flat  rate  concept. 

-  New  method  to  calculate  service  for  substitutes  and  part-time 
teachers. 

-  Actuarial  study  to  evaluate  and  cost  our  proposals. 

3.  Fund  Structure 

-  Reallocation  of  resources. 

-  Simplification  of  fund  structure. 

4.  Local  Retirement  Systems 

-  Elimination  of  inquities. 

5 .  Organization 

-  Duties  and  responsibilities  of  the  Executive  and 
Assistant  Executive  Officers. 

-  Increase  divisions  from  three  to  five. 

-  Initiate  External  Relations  program.. 

6 .  Reporting  of  Contributions 

-  Monthly  reporting  on  a  "phased  in"  basis. 

7 .  Data  Processing 

-  Scaled  down  computer  equipment  specifications  from  original 
S.T.R.S.  proposals  submitted  in  1966. 

-  De-accelerated  program  of  installation. 

8.  Verification  of  Records  prior  to  1956 

-  Accelerated  program  and  additional  staff  to  verify  service 
credits  prior  to  1956 . 

9 .  Accounting  and  Actuarial  Operations 

-  Improved  financial  reporting  to  the  System  and  the  State. 

-  Annual  actuarial  valuation. 

-  Gain  and  Loss  Analysis. 
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TERMINOLOGY 

Within  the  report  we  have  used  certain  terms  which,  for  convenience 
have  been  shortened.   These  are  as  follows: 

-  State  Teachers'  Retirement  System  -  the  System,  S.T.R.S.,  or 
the  Retirement  System. 

-  Teachers'  Retirement  Board  -  the  Board,  the  Retirement  Board. 

-  State  Employees'  Retirement  System  -  S.E.R.S. 

-  State  Teachers'  Retirement  Law  -  the  law- 

-  San  Francisco  and  Los  Angeles  Teachers'  Retirement  Systems  -  local 
systems ■ 

-  Couftties,  direct  reporting  school  districts  and  reporting  agencies 
counties,  districts,  reporting  agencies,  or  reporting  units. 
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II  -  LAWS  AND  RULES  GOVERNING 
THE  STATE  TEACHERS '  RETIREMENT  SYSTEM 


Chapters  III  to  VI  of  this  report  set  forth  in  detail  our  analysis 
of  the  existing  laws,  rules  and  administrative  policies  governing  the  State 
Teachers'  Retirement  System.   Our  recommendations  to  change  the  law  will 
simplify  its  administration,  minimize  the  inequities  to  members,  improve 
service  and  benefits  to  members,  and  will  bring  the  actual  operations  of  the 
System  into  closer  compliance  with  the  objectives  of  the  law„ 

TIMING  OF  CHANGES 

The  proposed  changes  to  the  law  have  been  divided  into  two  types, 
immediate  and  deferred.   These  changes  will  have  a  considerable  impact  on  the 
administration  of  the  System.   It  is  therefore  imperative  that  only  those 
changes  to  the  law  which  will  immediately  reduce  the  administrative  workload 
of  the  System  and  the  employing  agencies  and  improve  the  financial  position  of 
the  System  and  the  State  should  be  passed  into  law  during  the  current  session 
of  the  Legislature.   They  are  limited  in  number  and  are  outlined  subsequently 
in  Chapter  VI.   The  Proposed  Plan  which  is  outlined  in  Chapter  III  of  the 
report  should  be  considered  as  a  total  deferred  program  for  the  members  and 
the  State  and  should  not  be  implemented  until; 

1.  The  cost  impact  of  the  recommendations  has  been  determined. 

2.  The  proposed  organization  has  been  effected, 

3.  The  administrative  policies  and  procedures  have  been  established 

4.  The  present  law  has  been  rewritten. 

5   The  clerical  work  force  and  data  processing  equipment  are 
capable  of  handling  the  revised  routines  on  a  current  basis. 

To  act  in  haste  will  only  add  to  the  administrative  burden,  diminish 

service  to  the  members  and  increase  the  total  conversion  costs  to  the  State, 
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THE  EXISTING  LAW 

Many  of  the  problems  in  the  operation  of  the  System  can  be  traced 
to  the  complexity  of  the  law  and  the  lack  of  we  11 -documented  supporting 
administrative  policies  and  procedures.   These  two  factors,  coupled  with  a 
relatively  high  turnover  of  clerical  staff  and  a  rapid  increase  in  membership 
and  retirements  during  the  period  1935  to  1967,  have  made  the  System  difficult 
to  administer. 

The  State  Teachers'  Retirement  Law  has  been  expanded  and  amended 
over  the  years  on  a  "patch-work"  basis.   The  present  result  is  a  law  that  is 
difficult  to  read  or  understand.   The  subject  matter  contained  under  certain 
articles  of  the  law  does  not  relate  to  the  section  in  question.   In  many 
instances  the  wording  is  extremely  lengthy  and  the  intent  of  the  law  not  clear. 
The  requirements  of  certain  prior  laws,  which  were  valid  at  the  time  of  intro- 
duction, have  been  maintained  in  each  succeeding  law  although  they  serve  little 
purpose  and  add  to  the  administrative  problems  of  the  System  and  employing 
agencies.   The  present  law  is  not  indexed  and  no  reference  is  made  to  those 
sections  of  the  prior  laws  still  applicable  to  existing  members. 

Certain  areas  of  the  law  presently  permit  the  Retirement  Board  wide 
latitude  in  policy  and  decision-making.   In  other  areas  the  law  delves 
unnecessarily  into  detailed  administrative  procedures. 

Inequities  exist,  with  respect  to  members  under  the  present  law, 
which  are  not  readily  apparent  to  the  reader  unless  he  is  very  familiar  with 
the  construction  of  the  law  or  is  cognizant  of  the  current  administrative 
policies  and  actuarial  assumptions  used  by  the  System. 

REWRITING  THE  LAW 

We  have  concluded  from  our  detailed  study  of  the  System  and  its 
effect  on  the  counties  that  the  present  law  should  be  rewritten  to: 
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-  Deferred  changes  to  the  law  to  remove  inequities,  and  simplify 
the  wording  of  the  law  by  a  complete  rewrite  of  the  law. 

2 .  Proposed  Plan 

-  Within  the  concept  that  members  should  pay  for  507o  of  their 
currently  accruing  benefits. 

-  The  introduction  of  a  flat  rate  concept. 

-  New  method  to  calculate  service  for  substitutes  and  part-time 
teachers . 

-  Actuarial  study  to  evaluate  and  cost  our  proposals. 

3 .  Fund  Structure 

-  Reallocation  of  reserves. 

-  Simplification  of  fund  structure. 

4.  Local  Retirement  Systems 

-  Elimination  of  inquities. 

5 .  Organization 

-  Duties  and  responsibilities  of  the  Executive  and 
Assistant  Executive  Officers. 

-  Increase  divisions  from  three  to  five. 

-  Initiate  External  Relations  program. 

6 .  Reporting  of  Contributions 

-  Monthly  reporting  on  a  "phased  in"  basis. 

7 .  Data  Processing 

-  Scaled  down  computer  equipment  specifications  from  original 
S.T.R.S.  proposals  submitted  in  1966. 

-  De-accelerated  program  of  installation. 

8 .  Verification  of  Records  prior  to  1956 

-  Accelerated  program  and  additional  staff  to  verify  service 
credits  prior  to  1956. 

9 .  Accounting  and  Actuarial  Operations 

-  Improved  financial  reporting  to  the  System  and  the  State. 

-  Annual  actuarial  valuation. 

-  Gain  and  Loss  Analysis. 
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III  -  PROPOSED  PLAN 

We  will  show,  in  this  chapter  of  the  report,  that  the  members  pay 
considerably  less  than  507o  of  the  cost  of  currently  accruing  benefits,  that 
inequities  exist  under  the  law  and  that  the  current  method  of  determining  sub- 
ventions to  the  local  retirement  systems  results  in  additional  costs  to 
S.  T.  R.  S.   We  will  also  present  recommendations  which  are  designed  to  improve 
the  administrative  and  financial  structure  of  S.  T.  R.  S. 

MEMBER  CONTRIBUTIONS 

The  contribution  rates  now  in  effect  are  not  based  on  realistic  pro- 
jections of  future  salary.   In  addition,  the  present  complex  scale  of  contribu- 
tion rates,  as  opposed  to  a  simpler  scale,  greatly  complicates  the  administra- 
tion of  the  Retirement  Law  both  within  S.  T.  R.  S.  and  within  the  counties. 
The  contributions  of  members  to  the  System  vary  by  sex  and  entry  age  from 
slightly  over  67o  of  compensation  to  slightly  less  than  127o.   Since  1944  member 
contributions  have  been  calculated  with  the  intent  of  dividing  equally  between 
the  members  and  the  public  the  cost  of  future  service  retirement  benefits.   The 
use  of  such  a  graded  contribution  scale  gives  the  members  and  others  concerned 
with  the  financing  of  the  Retirement  System  the  false  impression  that  the  mem- 
bers are  paying  for  507o  of  their  currently  accruing  benefits. 

(a)   The  50-50  Concept 

The  "Declaration  of  Policy"  set  forth  in  Section  14215,  subparagraph 

(a),  of  the  Education  Code  of  California  states,  in  part,  that: 

"All  benefits  in  respect  to  service  rendered  after 
July  1,  1944,  shall  be  provided  approximately  equally 
from  members'  contributions  and  public  contributions," 
the  latter  consisting  of  "contributions  by  the  State 
and  contributions  by  school  districts  and  employing 
agencies . " 


II1-2 


Section  14109  of  the  Education  Code  states  that  members'  contri- 
butions shall  be: 

"based  upon  sex  and  age  at  the  nearest  birthday  at  the 
time  of  inclusion  in  or  entrance  into  this  Retirement 
System  or  at  such  later  time  as  the  member  first  is 
required  to  make  annuity  contributions,  and  shall  be 
such  as,  when  applied  to  the  salary  of  the  member, 
.  .  .  will  produce  contributions  which  will  provide, 
on  the  average,  an  annuity  at  age  60  equal  to  approxi- 
mately one-half  of  the  benefit  ...  as  determined  by 
recognized  actuarial  methods." 

The  System  has  followed  Section  14109  of  the  Education  Code  by  using 

a  set  of  member  contribution  rates  varying  by  age  and  between  males  and  females. 

(b)   Actuary's  Interpretation 
of  the  50-50  Concept 

In  a  letter  to  the  Retirement  Board,  dated  May  2,  1962,  the  actuary 

of  the  System,  made  the  following  comments: 

"The  Retirement  Law  provides  that  a  member's  rate  of 
contribution  to  the  Retirement  Annuity  Fund  (are  to) 
be  determined  actuarially  on  the  basis  that  the  member 
will  contribute,  on  the  average,  one-half  of  the 
service  retirement  benefit  payable  from  that  fund. 
The  law  further  provides  that  this  benefit,  for  each 
year  of  credited  service,  shall  be  equal  to  one- 
sixtieth  of  the  member's  'final  compensation'  when 
retirement  is  at  age  60  and  shall  be  actuarially 
equivalent  (emphasis  added)  to  this  if  retirement  is 
at  other  than  age  60.   'Final  compensation'  is  defined 
as  the  average  compensation  for  36  consecutive  months 
when  the  member's  compensation  was  the  highest.   If 
these  rates  are  to  be  determined,  it  is  necessary  that 
certain  assumptions  are  to  be  adopted  by  your  Board." 

The  actuary  then  proceeded  to  define  the  three  basic  assumptions 

which  are  necessary  to  compute  member  contribution  rates.   His  description 

of  a  salary  scale  and  the  recommendations  made  to  the  Retirement  Board,  which 

were  unanimously  adopted,  were  as  follows: 

"A  'salary  scale'  is  an  actuarial  'tool'  which  is  used 
to  forecast  the  probable  future  salary  history  (emphasis 
added)  of  the  members   The  Retirement  Board  adopted 
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new  scales,  effective  July  1,  1959,  and  I  see  no 
reason  to  change  them  at  this  time.   I  therefore 
recommend  that  the  present  salary  scales  be 
continued  .  ,  ,  in  the  determination  of  member 
contributions  rates." 

Later  in  this  letter,  the  actuary  refers  specifically  to  member 

contribution  rates. 

"The  three  items  mentioned  above  (interest  rate, 
salary  scales  and  mortality  tables)  form  the  basis 
for  the  actuarial  calculations  of  the  member  rates 
of  contribution  to  the  Retirement  Annuity  Fund. 
The  increase  in  the  interest  rate  from  3^/!,  to  k°L 
has  a  strong  effect  on  those  rates  and  reduces  them 
substantially.   The  adoption  of  more  convervative 
mortality  tables  (that  is,  the  assumption  of 
increased  longevity)  has  the  opposite  effect; 
retention  of  the  same  salary  scales  (emphasis  added), 
of  course,  would  not  change  the  rates  (that  is,  would 
have  no  effect  upon  the  rates  of  contribution)." 

The  present  and  proposed  rates,  as  well  as  the  reduction  therein, 

resulting  from  the  actuary's  recommendations  (which  recommendations  were 

unanimously  approved)  are  shown  below: 


Member  Rates  of  Contribution 
to  Retirement  Annuity  Fund 


Males 

Females 

Age  at 

Membership 

Present 

Proposed 

Reduction 

Present 

Proposed 

Reduction 

25 

7.577o 

6  .  507o 

14, 1% 

8.167o 

6  .  597o 

19.37o 

35 

8.20 

7.33 

10.6 

9.20 

7.77 

15  5 

45 

9.18 

8.56 

6.8 

10.50 

9.25 

11  9 

55 

10.59 

10.28 

2.9 

12.04 

11.04 

9.3 

EFFECT  ON  MEMBER  RATES 
OF  CONTRIBUTION  TO  SYSTEM 


Male  Entry   Present  (Merit  and   Present  +  l%7o  Present  +  2\°L     Present  +  3%% 
Age Seniority  Only)     Improvement''''   Improvement*    Improvement* 


30 
35 
40 
45 


Rate 

7o  Inc. 

Rate 

7o  Inc . 

Rate 

7o  Inc 

6.867„ 

8.287o 

20.77o 

9.427o 

37.37= 

10.717o 

56 .  17o 

7.33 

8,38 

14,3 

9.37 

27.8 

10.42 

42.2 

7.90 

8.52 

7.8 

9.29 

17.6 

10.09 

27.7 

8.56 

8.75 

2.2 

9.31 

8.8 

9.88 

15.4 

Female 

Entry  Age 

30 

7 .  147o 

35 

7.77 

40 

8.47 

45 

9.25 

8.327o  16.57,  9.587o  34.27,  10, 947,  53.27, 

8,69  11.8  9.76  25.6  10.87  39.9 

9.11  7.6  9.94  17.4  10.80  27.5 

9.52  2.9  10.12  9.4  10.74  16.1 


*  Improvement  means  improvement  in  cost  and  standard  of  living 
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(c)   Comments  on  Salary 
Scale 

The  salary  scale  referred  to  in  (b)  above  is  approximately  equiva- 
lent to  a  geometric  scale  using  the  following  increase  rates  from  entry  age 
to  the  assumed  retirement  age  of  60: 

Entry  Age  Males   Females 

25  1  1/2%   1    7o 

30  1  1/8     3/4 

35  1         3/4 

40  3/4     3/4 

45  1/2     3/4 

Salary  Trends,  City  Public  School  Teachers,  1925-65  published  by 
the  Bureau  of  Labor  Statistics  in  the  United  States  Department  of  Labor 
sets  forth  statistics  indicating  the  average  rate  of  increase,  over  the 
past  twenty  yearSj  for  public  school  teachers  in  the  Pacific  States 
(California,  Oregon,  Washington,  Hawaii  and  Alaska)  has  been  approximately 
5%%  per  annum,  compounded,  for  the  average  teacher  (see  Exhibit  A),   It  is 
thus  clear  that  the  salary  scale  now  in  use  would,  if  used  twenty  years  ago 
to  forecast  today's  salaries,  have  fallen  far  short  of  the  mark;  it  is 
likely  that  using  it  now  to  predict  "probable  future  salary  history"  will 
result  in  similar  understatements  of  the  salaries  on  which  retirement 
allowances  will  be  based  in  the  future.   The  tables  shown  opposite  indicate 
the  approximate  effect  on  the  current  scale  of  member  contribution  rates  if 
the  interest  and  mortality  assumptions  were  left  unchanged,  but  the  salary 
scale  was  changed.   The  changes  in  the  salary  scale  reflect  improvements 
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in  the  cost  and  standard  of  living  as  well  as  increases  due  to  seniority 
and  merit  (which  the  Executive  Officer  of  the  System  has  told  us  are  the 
only  causes  of  salary  increase  recognized  in  the  existing  salary  scales  used 
by  the  System). 


(d)   Effect  of  Higher 
Interest  Rate 


If  a  higher  interest  rate  can  be  assumed  in  contemplation  of  a 
more  aggressive  investment  policy  in  the  future,  a  considerable  part,  or 
perhaps  all,  of  the  increases  shown  in  the  preceding  illustration  could  be 
eliminated.   In  the  Investments  and  Investment  Administration  Chapter  XIV 
we  describe  several  ways  of  accomplishing  such  a  result  through  the  use  of 
more  diversified  investment  policies  and  procedures. 

(e)   An  Alternative  to 
Payroll  Deductions 

As  membership  in  S.T.R.S.  is  compulsory  for  all  teachers  in  a 
status  requisite  for  membership  and  as  a  teacher  has  no  choice  but  to  make 
the  required  contributions  we  propose  that  consideration  be  given  to  an 
alternative  to  payroll  deductions. 

For  example,  a  single  female  teacher  who  is  employed  on  a  full-time 
basis,  enters  the  System  at  age  25  and  is  now  age  35  and  currently  receives  a 
salary  of  $8,000  per  year.   This  teacher  contributes  to  the  System  at  the  rate 
of  6.59%  of  salary,  which  is  $527.20  per  year.   Assuming  that  this  teacher  has 
no  dependents  and  no  other  income  and  takes  the  standard  107o  deduction,  her 
Federal  income  tax  at  current  rates  is  $1,280  per  year,  and  her  California 
income  tax  is  $96  per  year.   Thus  her  salary  less  income  taxes  and  System 
contributions  if  $6,096.80  per  year. 
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It  would  be  possible  for  a  school  district  to  remit  direct  to  the 
System  the  member  contributions  for  all  teachers  in  the  district  and  reduce 
the  amount  of  cash  salary  paid  to  each  teacher  by  the  amount  contributed. 
Under  this  approach,  benefits  and  contributions  under  the  System  would  con- 
tinue to  be  based  on  total  compensation,  including  cash  salary  and  contribu- 
tion to  the  System.   If  this  were  done,  the  teacher's  income  tax  would  be 
levied  on  cash  salary  rather  than  on  cash  salary  plus  contribution  to  the 
System,  assuming  that  a  favorable  ruling  is  secured  from  the  Internal  Re- 
venue Service.   In  the  example  under  consideration,  the  teacher's  cash 
salary  would  be  reduced  by  $527.20,  i.e.,  from  $8,000  per  year  to  $7,472.80 
per  year.   Making  the  same  assumptions  as  before,  the  teacher's  Federal  in- 
come tax  would  be  reduced  to  $1,161.38,  and  her  California  income  tax  would 
be  reduced  to  $81.77.   Her  cash  salary  less  income  taxes  would  now  be  $6,299.65. 
Thus,  her  disposable  income  is  increased  by  $132.85,  which  is  2.27o. 

Upon  termination  of  employment  the  refund  to  the  teacher  would  con- 
stitute ordinary  income.   However,  it  could  be  entitled  to  long  term  capital 
gain  treatment  if  the  System's  plan  were  qualified  under  the  Internal  Revenue 
Code.   In  the  aggregate,  taking  this  step  would  increase  the  disposable  income 
of  California  teachers  by  many  millions  of  dollars.   It  is  therefore  well  worth 
initiating  an  investigation  to  include  a  thorough  review  and  analysis  of  any 
legal  and  administrative  problems  and  the  securing  of  a  special  ruling  from  the 
Internal  Revenue  Service. 

(f)   Voluntary 

Contributions 


A  member  may  augment  his  benefit  by  contributing  either  to  the  Annuity 
Deposit  Fund  or  to  the  Shelter  Contribution  fund.   Contributions  to  neither  of 
these  funds  are  matched  or  increased  by  State  or  district  contributions.   Prior 
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to  1944  the  Annuity  Deposit  Fund  was  a  mandatory  plan  for  teachers,  and  was 
designed  to  allow  the  teacher  to  supplement  the  limited  Permanent  Fund  allow- 
ance.  Since  it  became  voluntary  in  1944,  however,  the  popularity  of  the  fund 
has  dwindled.   Last  year  contributions  totaled  cnly  $17,000  contributed  by  only 
fifteen  members  (one  member  contributed  $10,000).   Refunds  exceeded  contribu- 
tions by  over  1507o. 

The  Shelter  Contributions,  after  being  in  existence  for  four  years, 
serve  only  318  contributing  teachers,  approximately  one-tenth  cf  17..  of  the 
active  membership.   Only  seven  counties  have  more  than  ten  participants.       I 
Nationwide,  only  six  teachers'  systems  offer  a  tax-sheltered  annuity  plan,  and 
less  than  half  of  the  state  systems  offer  any  form  of  voluntary  plan.   These 
voluntary  plans  have  remained  relatively  unpopular  particularly  because  of  the 
lack  of  merchandising.   Competing  private  insurance  carriers  sell  their  pro- 
ducts aggressively,  whereas  the  System  merely  makes  the  plans  available. 
The  System  currently  is  not  equipped,  nor  would  it  necessarily  be  desirable 
for  it,  to  aggressively  pursue  member  participation  in  these  voluntary  plans. 

The  System  must  maintain  records  and  establish  procedures  to  ad- 
minister these  voluntary  plans.   Individual  accounts  must  be  created  on  the 
assumption  that  anyone  at  any  time  can  contribute  to  either  or  both  of  these 
plans,  and  the  monies  must  be  separately  accounted  for.   The  administrative 
costs  of  these  plans  outweigh  the  service  rendered  to  the  members.   As  deter- 
mined by  our  review,  the  approximate  direct  cost  per  contribution  to  the  System 
under  these  two  plans  in  the  past  fiscal  year  was  approximately  $7  50  per      _ 
active  contributing  member.   In  comparison,  the  direct  cost  to  maintain  a  re-  I 
gular  member  per  year  is  about  $.60. 

(g)   Recommendations 

•I 

In  view  of  the  above,  we  recommend  that; 


POSSIBLE  RECOMMENDATIONS 
REGARDING  MEMBER  CONTRIBUTIONS 


1.  Take  no  action;  i.e.,  allow  S.  T.  R.  S.  to  proceed  as  at  present  on 
the  theory  that  "recognized  actuarial  methods"  do  not  necessarily 
involve  recognition  of  inflation. 

2.  Retain  the  50-50  concept,  but  amend  the  law  to  make  it  clear  that 
inflation  is  not  to  be  recognized  in  calculating  contribtion  rates. 

3.  Enforce  compliance  with  the  50-50  concept;  i.e.,  call  upon  S.  T.  R.  S. 
to  recalculate  member  contribution  rates  using  a  salary  scale  recog- 
nizing not  only  seniority  and  merit  increases  but  also  expected  in- 
creases from  general  inflation  of  salary  rates. 

4.  Abandon  the  50-50  concept. 

5.  Make  no  current  changes  in  the  law,  but  initiate  a  study  leading  to 
the  adoption  of  a  level  contribution  rate  to  be  incorporated  into 
the  law  by  subsequent  amendment. 
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1.  The  State  Teachers'  Retirement  Law  be  amended  to  make  it  optional, 
rather  than  compulsory,  that  rates  vary  by  age  and  sex. 

2.  An  actuarial  study  be  made  to  develop  a  flat  contribution  rate  for 
all  members,  retaining  as  a  matter  of  general  policy  the  50-50  concept  as 
directed  by  the  Joint  Legislative  Retirement  Committee  on  March  23,  1967  (see 
facing  page  for  a  list  of  the  five  alternatives  presented  to  the  committee) o 

3.  If  the  flat  contribution  rate  study  demonstrates  that  a  uniform 
rate  for  all  ages  is  not  feasible,  or  not  desirable,  a  schedule  of  rates 
varying  by  sex  and  broad  entry  age  groups  be  developed,  still  however,  re- 
taining the  50-50  concept. 

4.  Consideration  be  given  to  direct  remittance  by  the  employing 
agency  of  member  contributions,  coupled  with  corresponding  cash  salary  reduc- 
tions of  equal  amount,  in  lieu  of  payroll  deductions.   Making  such  a  procedure 
most  advantageous  would  require  that  the  plan  be  qualified  under  the  appropri- 
ate sections  of  the  Internal  Revenue  Code. 

5.  Voluntary  contributions  be  discountinued.   Members  with  contribu- 
tions on  account  (nearly  10,000)  could  be  given  the  option  of  obtaining  a  re- 
fund with  interest,  or  turning  over  their  accumulated  contributions  to  an  in- 
surance company,  which  would  maintain  these  accounts  under  a  group  annuity 
plan. 


DEATH  BENEFITS 

The  basic  death  benefits  available  to  members  of  the  System  who  die 

prior  to  retirement  consist  of  the  Permanent  Fund  contributions  and  the  other 

accumulated  contributions  with  interest  standing  to  the  member's  credit  at 

death  plus  an  additional  amount  equal  to  one-twelfth  of  the  member's  final 

salary  for  each  year  of  membership  service.   In  no  event  can  the  number  of 

years  of  such  service  used  exceed  six. 

(a)   Conditions  Under 
Which  Payable 

Death  benefits  are  payable  if  death  occurs  prior  to  retirement  and. 

1.  While  in  active  service,  or  "within  four  months"  of  the  last  day 
of  employment  (see  Section  14251  of  the  Education  Code);  or 

2.  While  the  member  is  "physically  or  mentally  incapacitated  ,  .  . 
if  such  incapacity"  was  continuous  from  the  last  day  for  which  compensation 
was  paid  (see  Section  14251);  or 
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3.  While  in  military  service  provided  time  in  military  service  is 
creditable  under  the  System  (see  Section  14254);  or 

4.  While  on  a  leave  of  absence  provided  death  occurs  "v/ithin  18 
months  after  the  last  day  for  which"  salary  was  paid  (see  Section  14254);  or 

5.  "Within  six  months  of  his  last  day  of  service  if  an  application 
for  retirement  .  .  .  was  received  .  .  .  (within)  four  months"  from  the  last 
day  of  service  and  no  benefit  is  payable  under  an  option  (see  Section  14254); 
or 

6.  "If  no  other  benefits  are  payable  under  this  chapter  (Chapter  4 
of  Division  10  of  the  Education  Code  of  California)  upon  the  death  of  a  mem- 
ber." 

The  sections  of  the  Code  described  above,  coupled  with  other  complex 

provisions,  apply  to  pre-retirement  death  benefit. 

(b)   Inequity 

Since  the  normal  form  of  retirement  allowance  under  the  Retirement 
System  is  a  straight  life  annuity  without  death  benefit,  it  is  quite  possible 
that  an  individual's  beneficiaries  or  estate  could  be  entitled  to  a  large 
benefit  if  he  dies  on  a  given  day,  but  no  benefit  if  he  dies  on  the  following 
day. 


(c)  Practice  in  Private 
Retirement  Plans 

It  is  the  almost  universal  practice  in  contributory  private  and 

public  retirement  plans  (that  is,  where  the  employees  help  finance  the  plan's 

costs)  to  give  every  member  a  money-back  guarantee  to  ensure  that  no  matter 

what  happens  the  total  amounts  paid  to  him  or  his  beneficiaries  (or  estate) 

will  always  be  at  least  equal  to  his  contributions  plus  interest. 

(d)  Recommendations 
We  recommend  that: 

1.   The  normal  form  of  allowances  be  a  "modified  cash  refund  annuity" 
which  provides  a  death  benefit  equal,  at  any  time,  to  the  excess  of  the  member's 
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accumulated  contributions  at  retirement  over  the  sum  of  the  allowance  payments 
received  by  him. 

2.   The  money-back  guarantee  be  extended  to  the  optional  forms  of 
settlement  in  order  to  make  them  consistent  with  the  recommended  normal  form. 


REFUNDS,  REDEPOSITS 
AND  RE-ENTRY 

A  member  of  the  System  who  terminates  his  teaching  service  in 

California,  other  than  by  death  or  retirement,  may  elect  to  withdraw  all  his 

contributions  made  for  service  rendered  subsequent  to  July  1,  1935. 

(a)   Background 

There  is  no  minimum  service  requirement  which  a  teacher  must 
satisfy  in  order  to  be  able  to  withdraw  his  accumulated  contributions.   The 
amount  of  the  refund  is  equal  to  the  mandatory  contributions  made  subsequent 
to  July  1,  1935,  to  both  the  Permanent  Fund  and  the  Retirement  Annuity  Fund, 
plus  any  voluntary  annuity  deposit  and/or  Shelter  Contributions.   In  addition, 
interest  is  paid  on  all  contributions  to  the  Retirement  Annuity  Fund,  but 
pursuant  to  Section  14151,  subparagraph  (a),  of  the  Education  Code  no  interest 
is  paid  on  the  mandatory  Permanent  Fund  contributions  made  after  July  1,  1935. 
Thus,  the  member  who  makes  large  contributions  resulting  from  his  having  a 
large  salary  (or  a  high  contribution  rate)  receives  a  higher  interest  return, 
averaged  over  his  entire  contribution,  than  does  the  teacher  making  smaller 
contributions . 

A  member  who  withdraws  his  accumulated  contributions  loses  the 
benefit  of  contributing,  in  the  event  of  a  future  re-entry  and  redeposit,  at 
his  prior  contribution  rate  (such  prior  "rate-age"  being  based  on  his  sex  and 
age  at  original  entry  into  the  System,  or  age  on  July  1,  1944,  if  later).   If 
a  person  whose  contributions  had  been  returned  re-enters  the  System,  he  may 
elect  to  redeposit  the  returned  contributions  only  after  he  has  rendered  two 
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full  years  of  creditable  service  subsequent  to  his  re-entry.  The  redeposit 
must  include  interest  at  the  rate  or  rates  declared  by  the  Retirement  Board 
for  the  period  elapsed  between  the  date  of  withdrawal  and  the  date  of  redeposit. 

(b)  Inequities 

If  the  re-entering  member  does  redeposit  his  previously  withdrawn 
contributions,  plus  interest,  his  new  contribution  rate  is  based  on  his  age 
at  the  time  of  refund.   Based  upon  the  preceding,  the  existence  of  certain 
obvious  inequities  can  be  demonstrated: 

1.  Two  teachers  of  the  same  age  terminate  and  withdraw  their 
accumulated  contributions;  one  has  a  long  period  of  service,  and  the  other 
has  a  short  period  of  service.   Both  teachers  re-enter  the  System  on  the 
same  date  and  redeposit  their  accumulated  contributions  plus  interest  to 
the  date  of  redeposit;  both  resume  contributions,  after  having  made  the 
redeposit,  at  the  same  rate,  which  is  based  on  the  age  at  the  time  of  re- 
fund.  This  practice  produces  a  much  greater  increase  in  the  rate  of  con- 
tribution for  the  member  with  long  service  than  for  the  member  with  short 
service  because  the  former  had  previously  been  contributing  at  a  rate  based 
on  a  much  lower  entry  age. 

2.  Two  teachers  with  identical  service  and  age  terminate  and  re- 
enter simultaneously.   One  teacher  elects  to  withdraw  his  contributions  at 
termination  and  redeposits  two  years  after  re-entry.   The  other  teacher 
elects  to  leave  his  money  with  the  System.   The  first  teacher  is  required 
to  bring  his  accumulated  contributions  to  the  same  level  as  the  second  at 
a  specified  time  after  re-entry  but  from  that  point  he  contributes  at  a 
rate  based  on  the  age  at  which  he  received  the  refund,  whereas  the  second 
teacher  resumes  contributions  at  his  former  rate  based  on  his  age  at  original 
entry  (or,  if  later,  his  age  on  July  1,  1944). 

(c)  Effect  of  Redepositing 
Whenever  a  member  withdraws  his  contributions  upon  terminating  and 

redeposits  said  contributions  plus  interest  upon  re-entry  into  the  System,  the 
System  has  incurred  a  loss  with  respect  to  him  (as  compared  to  the  member  who 
left  his  money  in  the  System).   This  loss  results  from  the  excess  interest 
earnings  which  the  System  would  have  realized  if  his  contributions  had  re- 
mained invested  as  part  of  the  System's  assets.   Hence  some  justification 
exists  for  differentiating  between  the  two  members  described  above;  but  a 
more  equitable  procedure  could,  and  should,  be  employed. 
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In  addition  to  the  loss  of  excess  interest  earnings  incurred  by 
the  System  under  these  circumstances,  substantial  administrative  expenses 
are  incurred  as  a  result  of  withdrawal  and  re-entry  into  the  System. 

(d)  Effect  of  "Buying-In" 

A  situation  analogous  to  that  described  in  (c)  above  arises  when- 
ever a  member  of  a  local  retirement  system  "buys-in"  at  retirement.   The 
System  allows  the  member  with  local  retirement  system  service  to  "buy-in" 
by  depositing  an  amount  equal  to  that  which  his  contributions  would  have 
accumulated  in  the  System  using  the  basic  interest  rate  or  rates,  declared, 
pursuant  to  Section  13856,  by  the  Retirement  Board.   Since  the  basic  rate 
used  to  credit  interest  on  members'  contributions  is  generally  less  than  the 
rate  actually  earned  by  the  System,  the  System  incurs  a  loss  whenever  a  "buy- 
in"  occurs. 

(e)  Effect  of  Subventions 

In  calculating  subvention  payments  to  local  systems  it  is  assumed 
by  the  System  that  the  member's  contributions  would  have  accumulated  at  exactly 
the  basic  rate.   No  consideration  is  given  to  the  fact  that  the  System  would 
have  earned  excess  interest  on  the  member's  contributions  during  the  period  of 
time  that  he  contributed  directly  to  the  local  system.   The  result  of  the  above 
is  that  subvention  payments  are  excessive  to  the  extent  of  such  loss  of  excess 
interest  earnings. 

(f)  Recommendations 

Notwithstanding  the  aforementioned  inequities  with  respect  to  member 
contributions,  we  recommend  that  no  action  be  taken  to  amend  the  law  to  remove 
inequities,  because  the  proposed  flat  rate  contribution  system  will  accomplish 
this  automatically.   We  further  recommend  that: 
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1.  The  interest  rate  used  in  determining  refunds  to  members  and 
their  beneficiaries  be  a  rate  established  annually  by  the  Teachers'  Retire- 
ment Board.   The  Board  should  set  the  rate  annually  at  a  figure  generally 
below  the  rate  currently  being  earned  by  the  System.   A  specific  limitation 
should  be  included  in  the  law  stating  that  in  no  event  may  the  Board  declare 
a  rate  which  exceeds  the  System's  average  rate  of  investment  earnings  over 
the  preceding  three  years. 

2.  In  calculation  of  refunds,  interest  be  credited  on  all  member 
contributions,  including  the  first  $60,  and  that  this  be  done  as  to  the 
future  only. 

3.  Since  a  considerable  amount  of  administrative  expense  is  in- 
volved in  processing  short-term  terminations  of  employment,  refunds  in  the 
event  of  such  termination  include  only  a  graded  percentage  of  the  interest 
credited  to  the  member's  account  if  contributions  are  refunded  during  the 
first  five  years  of  participation  in  the  System.   The  scale  of  percentages 
is  207o  in  the  second  year,  407o  in  the  third  year,  60%  in  the  fourth  year, 
807„  in  the  fifth  year  and  100%  in  the  sixth  and  subsequent  years.   This 
recommendation  applies  only  to  members  entering  the  System  in  the  future. 

4.  Such  forfeited  interest  be  reflected  as  an  increase  in  an 
expense  reserve,  such  reserve  to  be  used  to  help  defray  the  administrative 
costs  of  the  System. 

5.  If  a  member  redeposits  his  previously  withdrawn  contributions, 
the  rates  of  interest  used  in  calculating  the  amount  which  he  is  required  to 
redeposit  be  approximately  equal  to  the  rates  of  interest  actually  earned  by 
the  System  during  the  period  of  his  absence.  In  addition,  we  recommend  that 
the  same  procedure  be  employed  in  determining  the  cost  of  "buying-in"  volun- 
tarily for  local  retirement  system  service. 

6.  In  calculating  subvention  payments,  the  hypothetical  amount 
which  would  have  been  accumulated  by  the  System  had  the  member  not  been  in 
the  local  retirement  system  be  calculated  using  the  experienced  interest 
rates  rather  than  the  refund  interest  rate,  thus  placing  the  System  in 
almost  exactly  the  same  position  it  would  have  been  in  had  the  local  retire- 
ment system  never  been  established.   This  would  produce  a  reduction  in  the 
amounts  subvened  to  the  local  retirement  systems. 


PART-TIME  AND 

SUBSTITUTE  TEACHERS 

Part-time  and  substitute  teachers  who  satisfy  the  conditions 

requisite  for  membership  in  the  System  are  required  to  participate  in  the 

System  on  the  same  basis  as  full-time  teachers. 

(a)   Eligibility  • 

As  stated  in  Section  14001  of  the  Teachers'  Retirement  Law,  a  sub- 
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stitute  teacher  cannot  become  a  member  of  S.  T.  R.  S.  until  he  or  she  has 
rendered  100  days  of  service  in  a  school  year.   Likewise,  teachers  employed 
on  a  part-time  basis  and  who  render  less  than  24  hours,  or  less  than  four  days, 
per  pay  period  are  ineligible  for  membership.   Similarly,  adult  education  in- 
structors are  excluded  from  membership  until  they  satisfy  specific  service  re- 
quirements.  The  existence  of  such  requirements  imposes  a  burden  on  the  counties 
as  they  must  retain  records  of  hours  and/or  days  worked  by  people  falling  within 
the  above  mentioned  classifications. 

(b)  Benefits 

The  determination  of  retirement  benefits  under  the  existing  system  is 
extremely  complex,  for  one  reason,  because  of  the  problem  involved  in  deter- 
mining service,  as  mentioned  above.   Two  parallel  calculations  must  be  performed 
at  retirement: 

1.  A  retirement  allowance  based  on  final  average  compensation,  sex 
and  age  at  retirement,  and  credited  service  as  a  full-time  member  (if  any). 

2.  An  additional  retirement  allowance  based  on  an  '"adjusted"  final 
average  compensation,  sex  and  age  at  retirement,  and  credited  service  as  a 
part-time  or  substitute  member. 

(c)  Recommendations 

To  alleviate  the  above  problems,  we  propose  that: 

1.   The  S.  T.  R.  S.  Board  develop  for  inclusion  in  the  law  a  different 
set  of  eligibility  requirements  for  substitute  and  part-time  teachers  (including 
adult  education  teachers) .   The  new  basis  will  require  that  the  person  satisfy 
certain  earnings  requirements.   The  stipulated  earnings  requirements  would  be 
adjusted  by  the  Board  each  year  by  means  of  the  "salary  trend  factor"  described 
below.   The  earnings  requirements  should  be  such  that  the  only  people  excluded 
thereby  are  those  who  would  probably  never  qualify  for  retirement  benefits  under 
the  System.   To  exclude  others  would  have  a  financially  harmful  effect  on  the 
System  as  these  people  can  "buy-in"  for  excluded  service,  upon  eventually  satis- 
fying the  eligibility  requirements,  but  the  employing  agencies  do  not  contribute 
to  S.  T.  R.  S.  with  respect  to  such  excluded  service. 

Eligibility  based  on  earnings,  rather  than  hours  or  days  worked, 
could  be  easily  determined  by  S.  T.  R.  S.  from  data  supplied  under  the  normal 
method  of  reporting  contributions,  rather  than  requiring  the  counties  to  keep 
records  of  hours  and  days. 


ILLUSTRATION  OF  CALCULATION 
OF  TOTAL  ADJUSTED  EARNINGS 


Salary 
Member's  Actual      Average      Trend 
Year   Credited  Earnings  Teacher  Salary  Factor  Total  Adjusted  Earnings* 

$  3,000 

9,150  (6,000+  1.050  X     3,000 

11,589  (2,000+  1.048  X  9,150 

17,111  (5,000  +  1.045  X  11,589 

21,847  (4,000  +  1.043  X  17,111 


*  Equal  to  (Member's  Actual  Credited  Earnings  for 
current  year)  plus  (Salary  Trend  Factor)  X  (Total 
Adjusted  Earnings  for  prior  year) . 


1967 

$3,000 

$10,000 

— 

1968 

6,000 

10,500 

1.050 

1969 

2,000 

11,000 

1.048 

1970 

5,000 

11,500 

1.045 

1971 

4,000 

12,000 

1.043 
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2.   In  order  to  simplify  the  methods  of  handling  records  for  part- 
time  and  substitute  teachers  and  to  make  the  criterion  for  eligibility  for 
membership  consistent  therewith,  we  recommend  that  the  benefit  for  future 
service  for  part-time  and  substitute  teachers  be  defined  as  one-sixtieth  of 
''Total  Adjusted  Earnings."  A  member's  Total  Adjusted  Earnings  as  of  the  end 
of  any  year  consists  of  his  ''Credited  Earnings"  for  that  year  plus  his  Credited 
Earnings  for  prior  years  adjusted  to  the  current  level  by  applying,  to  the 
earnings  of  such  prior  years,  a  "salary  trend  factor"  based  on  the  average 
salary  of  all  full-time  teachers  in  California.   Credited  Earnings  consist  of 
1007o  of  part-time  earnings  plus  1207o  of  substitute  earnings.   The  trend  factor 
used  in  a  given  year  is  the  ratio  of  the  average  salary  of  full-time  teachers 
in  California  for  the  year  in  question  to  the  similar  figure  for  the  preceding 
year.   Thus,  ''Total  Adjusted  Earnings"  at  the  end  of  a  year  is  defined  as: 

(Total  Adjusted  Earnings  for  previous  year)  X  (Salary 

Trend  Factor)  +  (Current  Year's  Credited  Earnings) 

The  effect  of  this  procedure  is  to  update  earnings  for  all  prior 
years  to  current  levels;  i.e.,  develop  an  estimate  of  what  the  member's  total 
earnings  to  date  would  be  if  he  had  always  been  paid  at  the  typical  rates  in 
effect  today.   Defining  his  benefit  as  one-sixtieth  of  Total  Adjusted  Earnings 
makes  his  benefit  consistent  with  that  of  the  full-time  teacher  and  does  so 
with  a  minimum  of  administrative  expense. 

On  the  facing  page  is  an  illustration  of  the  method  to  be  employed 

in  the  calculation  of  Total  Adjusted  Earnings. 

SUMMARY  OF  RECOMMENDATIONS 
AND  ADVANTAGES 

The  major  recommendations  which  we  have  made  in  preceding  parts  of 
this  chapter  and  some  of  the  advantages  resulting  therefrom  are  summarized  in 
this  section. 

(a)   Summary  of  Recommendations 

The  recommendations  shown  below  will  have  a  significant  impact  on  the 

System  and  its  members.   Briefly,  we  recommend  that: 

1.   An  actuarial  study  be  performed,  the  most  important  purpose  of  which 
is,  to  develop  a  flat  contribution  rate  for  all  members.   The  items  to  be  ana- 
lyzed in  the  actuarial  study  would  include,  but  would  not  be  limited  to: 

-  the  feasibility  and  desirability  of  a  flat  contribution  rate 

-  the  cost  implications  of  the  proposed  method  of  determining 
benefits  for  future  part-time  and  substitute  teachers 
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-  the  probable  cost  of  providing  a  modified  cash  refund  annuity 
as  the  normal  form  of  retirement  allowance 

-  a  projection  of  the  State's  costs  under  the  various  proposals 

-  an  allocation  of  the  contingency  fund 

-  the  effect  of  crediting  interest  on  all  contributions 

-  the  effect  of  a  revised  method  of  determining  subventions 
and  "buy-ins" 

-  the  probable  interest  forfeitures  resulting  from  our  recommen- 
dation of  gradual  vesting  of  interest 

2.  The  normal  form  of  allowance  be  a  "modified  cash  refund"  annuity. 

3.  Subventions  and  "buy-ins"  be  calculated  in  such  a  way  that  S.  T.  R 
neither  gain  nor  lose  as  a  result  of  these  actions. 

4.  The  records  of  part-time  and  substitute  teachers  be  handled  in  a 
manner  differing  from  the  method  used  for  full-time  teachers. 

5.  Voluntary  contributions  to  the  System  be  eliminated. 

6.  Interest  be  credited  on  all  contributions. 

7.  Non-vested  interest  be  used  to  defray  the  administrative  costs 
of  the  System. 

♦ 

8.  Consideration  be  given  to  direct  remittance  by  the  employing 
agency  of  member  contributions,  coupled  with  corresponding  cash  salary  re- 
ductions of  equal  amount,  in  lieu  of  payroll  deductions. 

(b)   Summary  of  Advantages 

The  advantages  of  the  proposed  plan  can  be  summarized  as  follows; 
1.   Advantages  to  the  members  - 

-  increase  disposable  income  significantly 

-  greatly  simplified  contribution  structure 

-  removal  of  inequities 

-  potential  for  decreased  contribution  rates 

-  interest  credited  on  all  contributions 

-  money-back  guarantee  through  modified  cash  refund  annuities     ( 

-  possibility  of  capital  gains  treatment  of  lump-sum  distributions' 
from  System 
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2.  Advantages  to  the  System  - 

-  simplify  record  keeping 

-  eliminate  need  for  records  on  voluntary  contributions 

-  reduce,  or  eliminate,  rate  request  correspondence 

-  simplify  treatment  of  part-time  and  substitute  teachers 

3.  Advantages  to  the  State,  School  Districts  and  Employing  Agencies 

-  partial  financing  of  administrative  costs 

-  reduced  cost  of  subventions 

-  ease  administration  at  district  level 

-  closer  adherence  to  the  50-50  cost-sharing  concept 
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IV  -  FUND  STRUCTURE 

Fund  structure  not  only  relates  to  accounting,  but  to  the  way  in 
which  the  members'  contributions  are  actually  used  by  the  System  to  provide 

'  benefits.   The  present  methods  and  structure  are  largely  a  product  of  evolu- 
tion, resulting  from  a  succession  of  changes  to  the  law.   The  treatment  of 

||  members'  contributions  needs  to  be  simplified. 

HISTORICAL  BRIEF 

The  following  events  have  had  a  direct  cumulative  effect  on  the 
I  present  accounting  and  fund  structure: 

1.  Prior  to  1944,  the  members  contributed  a  flat  yearly  amount 
to  the  Permanent  Fund.   Initially,  the  amount  was  $12  per  year.   Contri- 
butions in  1935  were  raised  to  $24  plus  $12  per  year  per  member  contributed 
by  the  employing  districts.   The  State  contributed  5%   of  inheritance  tax 
collections.   As  benefits  were  small,  members  entering  the  System  after 
1935  were  required  to  supplement  these  contributions  by  depositing  47o  of 
their  salary,  less  $24,  to  an  Annuity  Deposit  Fund.   Members  of  the  System 

jj  prior  to  1935  could  do  so  on  a  voluntary  basis. 

2.  In  1944  an  expanded  benefit  plan  was  established  and  members 
were  required  to  contribute,  in  addition  to  the  Permanent  Fund  (now  $60), 
a  percentage  of  their  salaries  to  the  Retirement  Annuity  Fund  which  was 
expected  to  provide  approximately  50?o  of  the  additional  benefits.   There 
was  much  discussion  of  funding  at  that  time,  but  the  Legislature  established 
a  token  $30  million  Special  Investment  Fund.   The  State  was  to  provide  all 
benefits  not  available  from  assets  of  the  System.   This  resulted  in  four 
separate  and  distinct  funds:   Permanent,  Annuity  Deposit,  Retirement  Annuity 
and  Special  Investment,   The  Annuity  Deposit  Fund  became  voluntary  at  that 
time. 

3.  In  1956  a  new  benefit  formula  was  adopted. 

4.  In  1957  the  Legislature  utilized  the  Special  Investment  Fund 
to  cover  current  outlays,  thereby  eliminating  the  small  amount  of  State 
Funding.   Also,  the  several  separate  funds  were  combined  into  one  fund,  the 
Teachers'  Retirement  Fund,  but  the  reserves  in  the  new  fund  remained  intact 
and  the  accounting  treatment  of  the  funds  was  largely  unchanged. 

5.  In  1959  Permanent  Fund  contributions  and  interest  which 
according  to  the  law  "are  not  required  for  the  future  payment  of  annuities, 
refunds,  and  death  benefits"  had  accumulated  to  nearly  $17  million  in  a 
separate  reserve  referred  to  as  the  Other  Permanent  Fund.   In  exploring 
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methods  of  financing  a  new  Survivor  allowance  it  was  decided  by  the  Legisla- 
ture to  use  the  Other  Permanent  Fund  until  it  was  exhausted. 

6.   In  1963  a  supplemental  voluntary  contribution  plan  was  com- 
menced called  Shelter  Contributions,  which  allowed  a  member  to  enter  into  a 
contract  with  his  employer  to  withhold  a  portion  of  his  salary  and  purchase 
an  annuity  from  the  System  with  these  monies. 

The  above  listing  of  events  is  by  no  means  exhaustive.   The  effect, 

however,  of  the  combination  of  such  changes  has  resulted  in  a  highly  complex 

accounting  structure  with  a  correspondingly  involved  members'  record  keeping 

system. 

FINANCIAL  REPORTING 

It  is  important  that  the  State  and  the  public  obtain  a  clear  picture 
of  the  financial  status  of  the  System.   The  System  has  provided  limited  infor- 
mation on  its  financial  activities.   The  annual  report  of  the  System  as  of 
June  30,  1966  included  only  a  comparative  statement  of  income  and  outflow  and 
did  not  contain  a  current  statement  of  assets  and  liabilities. 

The  statements  of  assets  and  liabilities  of  a  retirement  system 
should  reflect  the  liabilities  recognized  for  all  benefits  payable  from  the 
System.   In  contrast,  the  statements  of  the  System  merely  account  for  the 
money  received  and  disbursed.   The  balance  sheet  included  in  the  System's 
work  papers  for  June  30,  1966  shows  14  separate  reserves  relating  to  members' 
contributions,  the  meaning  of  which  could  not  be  clear  unless  the  reader  was 
fully  familiar  with  the  law. 

There  is  no  provision  in  the  annual  report  of  the  Board  or  in  the 
balance  sheet  to  show  the  accruing  liability  of  the  State  for  future  benefits 
The  recognition  of  this  accrued  liability  is  not  necessarily  synonymous  with 
advanced  funding  of  the  amount  due,  but  is  is  good  accounting  practice  to 
recognize  the  amount  of  unfunded  liabilities.   As  of  1954,  determined  by  the 
actuarial  cost  method  then  in  use,  the  unfunded  liability  of  the  System  was 
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in  excess  of  $1  billion.   In  1964  the  corresponding  amount  was  approximately 
$2  billion  and  undoubtedly  since  has  increased.   The  present  liability  can 
only  be  determined  through  an  updated  actuarial  valuation.   We  hold  that  an 
elaboration  of  the  progress  of  the  unfunded  liability  should  be  shown  as  it 
evolves  each  year. 

Our  recommendations  regarding  financial  reporting  are  included  in 
the  Reporting  paragraph  of  Chapter  XIII  entitled  Accounting  Division. 

CONTINGENCY  RESERVE 

The  Contingency  Reserve  (referred  to  by  the  System  as  the  Net 
Interest  Reserve)  exists  "as  a  reserve  against  deficiency  in  interest  earned 
in  other  years,  losses  under  investments,  and  other  contingencies,"  as  stated 
in  Section  13856  of  the  Law.   This  reserve  presently  amounts  to  approximately 
$41  million. 

(a)   Elements  of 
Contingency 

In  general,  contingency  reserves  are  held  to  guard  against  unfore- 
seeable and,  in  the  short  run,  uncontrollable  losses  to  a  system.   The  System 
is  faced  with  three  major  contingencies: 

1.  Investment  experience  losses  -  interest  insufficiencies  and 
losses  on  sale  of  bonds. 

2.  Mortality  experience  losses  -  occur  when  mortality  is  lighter 
than  is  expected. 

3.  Salary  experience  losses  -  losses  resulting  from  salary  increas- 
ing more  rapidly  than  expected. 

The  System,  in  the  past,  used  the  Contingency  Reserve  only  to  cover 

investment  losses.   As  interest  insufficiencies  relate  to  the  rate  of  interest 

I  set  by  the  Board  for  crediting  members  accounts,  the  Board  can  control  losses 

j  extending  for  over  one  year.   As  a  matter  of  practice,  the  Board  has  never 
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established  an  interest  rate  that  resulted  in  an  interest  insufficiency. 
Mortality  experience  loss  and  salary  loss  could  not  have  been  accurately 
measured  without  the  inclusion  of  a  gain  and  loss  analysis  in  the  actuarial 
valuation  procedure.   No  attempt  has  been  made  to  measure  the  mortality  ex- 
perience loss  or  the  salary  experience  loss  in  dollar  terms.   Without  doubt, 
the  single  greatest  source  of  loss  to  the  System  has  been  adverse  salary 
experience . 

It  is  not  difficult  to  demonstrate  that  such  loss  is  far  in  excess 
of  the  Contingency  Reserve.   Since  1962,  when  the  current  contribution  scale 
was  established,  member  contributions  (net  of  refunds)  have  been  in  excess  of 
$425  million.   If  an  allowance  for  inflation  of  only  1%  had  been  used  in  cal- 
culating these  contribution  rates,  the  rates  would  have  been  approximately  107o 
higher  and  the  additional  contributions  increased  over  $40  million.   As  we 
have  previously  indicated  in  Chapter  III,  the  average  rate  of  increase,  over 
the  past  twenty  years  for  public  school  teachers  in  the  Pacific  States,  has  been 
approximately  5%%  per  annum.   Therefore,  the  salary  experience  loss  on  current 
contributions  alone  has  been  far  in  excess  of  $41  million. 

(b)   Uncredited  Interest 

Approximately  $15  million  of  the  Contingency  Reserve  has  arisen 
artificially  from  an  unintentional  difference  in  accounting  treatment  versus 
contribution  formula.   The  practice,  which  is  common  in  systems  of  this  type, 
has  been  to  credit  the  members'  reserves  annually  with  the  interest  on  the 
balance  at  the  end  of  the  previous  fiscal  year.   The  method  of  calculating 
contribution  rates  assumes  that  interest  will  be  credited  at  the  end  of  each 
month,  thereby  including  interest  on  current  contributions.   Had  interest  been 
credited  monthly,  the  Contingency  Reserve  would  now  be  approximately  $26  million 


I 


IV-5 


OTHER  PERMANENT  FUND 

Interest  on  Permanent  Fund  contributions  is  forfeited  at  death  or 
withdrawal  from  the  System.   No  permanent  Fund  contributions  made  prior  to  1944 
are  used  to  provide  annuities.   Furthermore,  contributions  made  prior  to  1935 
are  not  refundable  upon  death  or  termination.   The  amount  from  these  sources, 
with  interest,  totals  $23  million  after  payment  of  $3  million  Survivors' 
allowances  to  date.   These  monies  arose  from  contributions  of  members  who  had 
previously  retired  ($17  million).   The  remainder  ($6  million)  arose  equally 
from  active  members  and  from  members  who  have  previously  forfeited  upon  ter- 
mination by  death  or  refund. 

When  Survivors'  allowances  were  instituted  in  1959,  the  Other  Per- 
manent Fund  was  chosen  as  the  source  of  all  benefits.   This  was  a  convenient 
method  of  using  funds  which  would  otherwise  have  increased  without  use,   A 
further  advantage  was  that  Survivor  allowances  could  be  provided  with  no 
immediate  outlay  to  the  State.   There  is,  however,  virtually  no  connection 
between  the  teachers  who  have  contributed  to  this  fund  and  those  persons  now 
receiving  benefits  from  it.   Based  on  projections  we  have  made  of  income  and 
outflow  to  this  fund,  the  State  will  incur  the  entire  Survivors'  obligation  by 
1984,   At  that  time  the  annual  outlay  will  approximate  an  additional  $5  million 
per  year  to  the  State.   Should  these  benefits  be  liberalized  in  the  meantime, 
the  time  span  will  be  shortened  and  the  rate  of  cost  to  the  State  will  increase. 
The  State  therefore  is  accruing  a  liability  for  the  cost  of  Survivors'  allowances 
at  the  present  time  which  is  not  apparent  from  financial  statements  of  the  System. 

RECOMMENDED  RESERVE  STRUCTURE 

In  recommending  a  revised  reserve  structure  the  major  objectives 
are  to: 


STATE  TEACHERS'  RETIREMENT  SYSTEM 


SOURCE  AND  USE 

OF 

PROPOSED  RESERVE  STRUCTURE 


RESERVE 

SOURCES 

USES 

Active  Members'  Reserve 

Members'  contributions 

Members'  contributions 
Interest  subject  to  refund 

Reserves  for  benefits 
in  force          ■ 

Refund  to  member  or  ■ 
beneficiary       1 

Interest  (partial)  to 
administrative  expen 
reserve  if  refund 
under  5  years 

Excess  interest 
accumulation 

Interest  on  reserve  over 
refund  rate 

Reserves  for  benefits 
in  force 

Reserves  for  benefits  in  force 

Retired  members  and  one- 
half  continuance 
beneficiaries 

Members'  contributions 

Excess  interest  accumu- 
lation (Transferred 
from  above) 

Interest  earnings 
(Experienced  rate) 

Annuities 

Refunds  of  contributio 
over  benefits  at  dea 

1 
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1.  Make  more  effective  use  of  the  assets  of  the  System. 

2.  Simplify  accounting  records  and  systems. 

Present  more  clearly  the  true  financial  picture  of  the  System, 
Based  on  these  recommendations,  the  Teachers'  Retirement  Fund  should 
include  two  major  reserves  and  subaccounts: 

1.  Active  Member  Reserve  -  consisting  of  all  funds  held  with 
respect  to: 

-  actively  employed  members 

-  members  who  are  not  actively  employed  but  have  left  their 
contributions  in  the  System 

The  subaccounts  for  this  reserve  would  be: 

-  total  member  contributions  plus  interest  credited  for 
refund  purposes 

-  excess  interest  accumulation 

2.  Reserve  for  Benefits  in  Force  -  consisting  of  all  funds  held 
with  respect  to  persons  receiving  benefits. 

The  subaccounts  for  this  reserve  will  be: 

-  payment  of  annuities  to  retired  members  and  their  beneficiaries 

-  payment  of  one-half  continuance  allowances 

The  facing  page  indicates  the  sources  and  uses  of  the  above  described 
reserves  and  subaccounts. 

REDISTRIBUTION  OF  RESERVES 

To  accomplish  these  changes,  we  recommend  the  redistribution  of  the 
existing  reserves,  as  shown  graphically  in  Exhibit  B.   In  summary  these  changes 
would  be: 

1.  Redistribute  all  Permanent  Fund  reserves.   Combine  all  contribu- 
tions in  these  reserves  with  present  retirement  annuity  reserves  to  form  the 
Active  Members'  reserves.   All  interest  not  refundable  under  the  present  law 
will  be  credited  to  the  members'  excess  interest  accumulation  subaccount.   Re- 
allocate the  Other  Permanent  Fund  reserve  in  proportion  to  the  contributions 
made  on  an  historical  basis. 

2.  Redistribute  the  Contingency  Reserve.   Allocate  to  the  retired 
members'  reserve  an  amount  necessary  to  offset  the  deficiency  in  that  reserve 
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resulting  from  unrecognized  experienced  salary  losses  and  the  failure  to 
credit  interest  in  the  year  contributions  were  made.   The  remaining  amount 
should  be  transferred  to  the  Active  Members'  Excess  Interest  Accumulation 
subaccount.   The  exact  proportions  for  distribution  can  only  be  determined 
when  the  recommended  actuarial  study  is  performed.   This  will  correct  the 
failure  in  the  past  to  use  the  Contingency  Reserve  for  all  the  purposes  which 
justify  its  existence,  particularly  salary  losses. 


CONTRIBUTION  OF  THE 
STATE  REDEFINED 

The  contribution  of  the  State  should  be  redefined  as  follows: 

1.  With  respect  to  retired  members,  the  excess  of  total  retirement 
allowances  over  the  sum  of  "adjusted  total  member  annuities"  and  county  con- 
tributions.  "Adjusted  total  member  annuities"  is  determined  by  applying  to 
total  member  annuities  the  ratio  of  the  balance  in  the  retired  member  sub- 
account to  the  actuarially  determined  liability  for  retired  member  annuities. 

2.  With  respect  to  survivors'  allowances,  the  total  allowances 
payable. 

3.  With  respect  to  one-half  continuance  allowances,  the  excess  of 
allowances  payable  over  the  amounts  provided  by  the  deceased  members'  accum- 
ulations . 

4.  With  respect  to  the  death  benefits,  all  benefits  which  are  not 
an  inherent  part  of  the  retirement  allowance,  except  those  refunds  to  bene- 
ficiaries of  active  members. 

5.  With  respect  to  the  active  member  reserve,  the  amount  required, 
if  any,  to  bring  the  amount  in  this  reserve  to  the  level  of  total  refundable 
contributions.   Because  of  the  restrictions  on  the  refundable  interest  rate, 
as  recommended  in  the  previous  chapter,  the  possibility  of  the  State  contri- 
buting under  this  clause  would  be  remote. 

By  such  a  revision  we  have  placed  upon  the  State  the  responsibility 

to  cover  losses  to  the  System  for  all  contingencies.   We  eliminate  the  need 

for  a  Contingency  Reserve,  but  do  not  materially  increase  the  State's  already 

existing  obligations.   What  will  be  accomplished  is  to  put  the  funds  of  the 

System  to  maximum  effective  use  in  closer  accordance  with  the  50-50  concept. 


CONTRIBUTIONS  OF  SCHOOL  DISTRICTS  AND 
OTHER  EMPLOYING  AGENCIES  REDEFINED 

Two  separate  methods  of  contributions  are  currently  in  use,  (1) 
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37o  of  salaries  of  members  up  to  a  limitation  based  on  assessed  valuation, 
payable  monthly,  and,  (2)  $12  per  year  per  member  payable  semi-annually.   The 
latter  method  is  based  on  the  procedure  which  was  used  prior  to  1944  for  the 
assessment  of  Permanent  Fund  contributions.   Monies  received  by  these  procedures 
are  merged  together  for  paying  allowances. 

We  recommend  that  one  method  of  contribution  be  adopted;  namely 
method  (1)  above.   The  percentage  contribution  rate  should  be  increased  so  as 
to  make  the  total  contributions  equivalent  to  the  total  now  received  by  the 
two  methods.   Also,  the  valuation  limitations  should  be  raised  proportionately 
so  that  those  counties  which  have  reached  their  limitation  do  not  benefit  at 
the  expense  of  those  which  have  not. 

SUMMARY 

The  present  law  and  accounting  methods  in  use  for  the  treatment  of 
member  contributions  and  the  payment  of  benefits  have  become  highly  complex. 
This  is  because  of  the  cumulative  effect  of  a  series  of  changes  to  the  System 
over  the  years.   The  present  financial  reporting  of  the  System  is  inadequate. 
The  present  reserves  structure  should  be  redistributed  to  make  more  effective 
use  of  the  System's  assets  and  to  simplify  and  present  more  clearly  a  financial 
picture  of  the  System,   The  results  of  the  proposed  changes  will  be  a  reduction 
in  the  annual  appropriation  of  the  State  without  in  any  way  diminishing  the 
members'  allowances  or  reducing  the  refundable  contributions  of  members.   It 
is  impossible  to  measure  the  immediate  impact  on  the  State's  contribution  until 
the  portion  of  the  Contingency  Reserve  to  be  distributed  to  the  retired  members 
reserve  is  determined.   We  estimate  the  reduction  should  be  in  the  magnitude  of 
$1  to  $3  million  per  year  depending  on  the  eventual  apportionment  of  the  reserve, 
The  transfer  of  the  Other  Permanent  Fund  will  initially  reduce  the  State's 
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outlay  approximately  $200,000,  by  using  these  funds  for  annuities  in  place 
of  survivors'  allowances.   However,  as  survivors'  allowances  increase,  this 
reduction  in  outlay  will  become  an  increase  in  outlay  in  two  to  three  years. 
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V  -  LOCAL  SYSTEMS 


There  are  two  local  teachers'  retirement  systems  in  the  State,  one 
in  San  Francisco  and  one  in  Los  Angeles.   These  systems  operate  within  the 
framework  of  certain  sections  of  the  Education  Code.   We  were  requested  to 
evaluate  the  effect  of  local  systems  on  S.T.R.S.  and  to  analyze  the  impact  of 
subventions  in  terms  of  cost  and  fairness.   Furthermore,  the  opinion  exists 
within  the  System's  administration  and  in  other  State  agencies  that  local 
systems  unnecesarily  duplicate  the  facilities  of  S.T.R.S.  and  should  be 
abolished . 


EFFECT  OF  LOCAL 

SYSTEMS  ON  S.T.R.S, 


S.T.RoS.  must  maintain  records  on  local  teachers  which  are  fully 
as  extensive  as  if  they  were  fully  non-local.   Furthermore,  additional 
procedures  are  required  for  local  teachers;  for  example: 

1.  Movement  of  teachers  in  and  out  of  local  systems  makes  it 
necessary  to  record  a  mixture  of  local  and  non-local  service.   The  members 
records  cannot  be  separated  but  the  service  must  be  segregated. 

2.  Ability  of  teachers  in  local  retirement  systems  to  "buy-in" 
increases  the  volume  of  redeposits. 

3.  S.T.R.S.  accepts  members  who  are  otherwise  ineligible  for  local 
system  membership. 

4.  Additional  time  and  work  are  required  to  compute  benefits  and 
subventions  for  teachers. 

5.  Additional  accounting  is  necessary  to  determine  the  aggregate  annual 
subventions  payable. 

These  types  of  exceptions  constitute  a  definite  nuisance  factor  to 

S.T.R.S.   The  only  procedure  which  can  reasonably  be  assigned  an  additional  cost, 

however,  is  item  (4)  above;  this  amounts  to  approximately  $4,000  to  $6,000  per 

year. 
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We  have  concluded  that  the  existence  of  local  systems  is  not  a  major 
burden  on  S.T.R.S.  and  that  no  significant  administrative  impediments  would 
result  if  local  systems  were  abandoned  or  merged  into  S.T.R.S. 

SUBVENTIONS 

Two  distinct  sections  of  the  Education  Code  describe  subventions 
as  they  apply  to  the  City  of  Los  Angeles  and  the  City  of  San  Francisco. 

(a)  Los  Angeles 

The  intent  of  the  subvention  to  Los  Angeles  is  to  place  S.T.R.S. 
in  the  same  position  it  would  have  been  in  had  there  been  no  local  systems. 
That  is,  the  State  currently  subvenes  an  amount  equal  to  the  pension  it  would 
have  paid  directly  to  the  member.   Prior  to  February  1,  1965,  when  the  "Buck 
Plan"  was  established,  the  subvention  to  Los  Angeles  was  determined  on  the  same 
basis  as  applies  to  San  Francisco. 

(b)  San  Francisco 

The  subvention,  as  it  relates  to  San  Francisco,  is  calculated  on  the 
assumption  that  the  member  pays  for  507o  of  the  retirement  allowance  based  on 
service  rendered  subsequent  to  July  1,  1944.   As  we  discussed  in  Chapter  III 
of  this  report,  the  inadequacy  of  the  current  contribution  rates  results  in 
members  contributing  considerably  less  than  507„  of  the  cost  of  current  service 
benefit  accruals. 

The  result  of  these  two  methods  of  calculating  subventions  is  that 
a  serious  inequity  exists  against  the  City  of  San  Francisco. 

As  was  discussed  in  Chapter  III,  Proposed  Plan,  subventions  have 
been  unfair  to  the  State  because  excess  interest  earnings  were  not  realized 

(c)  Proposed  Subvention  Basis 

In  order  to  remove  the  inequity  between  the  two  local  systems  and  to 
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put  the  State  in  a  position  whereby  it  neither  gains  nor  loses  as  a  result  of 
their  existence,  we  propose  two  basic  changes: 

1.  Subventions  to  Los  Angeles  and  San  Francisco  be  computed  on  the  same 
basis . 

2.  Subventions  be  calculated  on  the  basis  of  an  interest  rate  approx- 
imately equal  to  the  actual  investment  earnings  rate  of  the  System,  instead  of 
the  refund  rate  as  is  now  the  case. 

CONTINUED  EXISTENCE  OF 
LOCAL  SYSTEMS 

In  our  opinion,  the  local  systems  clearly  are  a  duplication  of  effort 

The  cost  of  this  duplication  falls  largely  to  the  taxpayers  of  the  local  districts, 

The  issues  and  problems  to  be  resolved  are  complex,  and  some  are  political  in 

nature . 

(a)   Steps  Toward  Solution 

The  State  should  urge  that  a  plan  be  adopted  to  merge  the  local  and 
S.T.R.S.  systems.   This  should  be  accomplished  by  the  voluntary  formation  of 
representatives  of  the  locals  and  of  S.T.R.S.  to  settle  mutually  the  many 
problems.   These  problems,  as  outlined  below,  must  be  resolved  before  any 
definitive  steps  can  be  taken.   As  the  local  taxpayers  will  receive  the  larger 
benefits  from  such  a  merger  and  as  most  of  the  problems  are  in  alignment  of 
local  provisions  with  State  provisions,  initiative  of  the  local  representatives 
is  most  important. 

(b)   Issues  to  be  Resolved 

A  number  of  significant  issues  must  be  resolved  before  conclusions  and 

a  plan  of  action  can  be  set  forth.   Some  of  these  are: 

1.   Can  the  many  differences  in  various  provisions  of  the  plans  be 
equitably  reconciled,  for  example: 

-  the  definition  of  average  earnings  on  which  retirement  allowance 
is  based 

-  the  amount  of  service  creditable 
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-  vesting  provisions  and  minimum  service 

-  allowance  formulas 

-  contribution  rates 

-  disability  allowances 

-  death  provisions 

2.  Can  the  teachers  under  Social  Security  in  San  Francisco  be 
integrated  into  S.T.R.S.? 

3.  Can  the  City  Charter  of  San  Francisco  be  amended  to  exclude  the 
teaching  profession  from  the  local  retirement  system? 

4.  Can  the  accumulated  funds  of  the  Los  Angeles  city  system,  which  ha;., 
come  in  part  from  local  taxpayers,  be  disposed  of  equitably?  | 

5.  Can  adequate  service  be  provided  to  local  members? 

6.  Can  records  of  service  between  the  system  be  reconciled? 

7.  What  would  be  the  impact  on  the  organization  and  operations  of 
local  system  staffs? 

8.  What  are  the  desires  and  attitudes  of  local  taxpayers  and  their 
representatives? 

It  is  not  within  the  scope  of  this  report  to  measure  the  effect  on  local  systems 
of  the  changes  recommended  in  this  report.   Since,  however,  the  changes  may 
prove  to  have  a  substantial  impact  on  the  local  systems,  this  may  be  an  appro- 
priate time  to  form  the  recommended  committee. 

SUMMARY 

In  summary  our  conclusions  are: 

1.  Local  systems  do  not  constitute  a  major  problem  to  S.T.R.S. 
Additionally,  no  impediments  exist  should  local  systems  be  abolished, 

2.  Subventions  should  be  changed  to  provide  equity  to  the  State 
and  between  the  local  systems. 

3.  A  voluntary  committee  should  be  formed  to  study  the  many  issues 
and  to  formulate  a  program  of  merger. 
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VI  -  IMMEDIATE  CHANGES  TO  THE  LAW 

It  is  essential  that  some  changes  be  made  to  the  existing  law  and 
that  these  changes  be  introduced  during  the  current  session  of  the  Legislature. 
The  proposed  changes  are  designed  to: 

1.  Reduce  the  administrative  work  load  of  the  System  and  the 
employing  agencies. 

2.  Improve  the  financial  position  of  the  System  and  the  State. 
The  proposed  changes  which  have  been  reviewed  by  the  Legislative 

Council  and  handed  to  Assemblyman  E.  Richard  Barnes  prior  to  April  11,  196  7 
are  outlined  in  the  following  paragraphs. 

STATE  TEACHERS'  RETIREMENT 
LAW  -  SECTION  13861 

We  propose  that  Section  13861  be  modified  to  permit  the  use  of 
revised  methods  to  determine  member  service  for  substitute  and  part-time 
teachers  prior  to  July  1,  1956. 

We  submit  that  Section  13861  should  state: 

"Service  rendered  prior  to  July  1,  1956,  shall  be 
credited  according  to  the  provisions  of  this  chapter 
(commencing  with  Section  13801)  which  were  applicable 
prior  to  such  date  or  in  a  manner  prescribed  by  the 
Board." 

The  reason  for  this  modification  is  to  simplify  the  verification 
of  member  service  for  substitute  and  part-time  teachers.   The  records  of 
service  maintained  by  the  employing  agencies,  school  districts  and  the  System 
do  not  always  contain  the  data  required  to  compute  service  under  the  law  effec- 
tive prior  to  July  1,  1956.   In  those  instances  where  records  are  inadequate 
the  Board  must  be  able  to  determine  and  permit  the  use  of  alternate  methods  for 
computing  service.   The  method  adopted  by  the  Board  would  have  to  continue  to 
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meet  the  requirements  of  Section  14052  which  states  that: 

"Any  member  who  rendered  service  prior  to  July  1,  1956, 
shall  receive  retirement  benefits  for  that  service  at 
least  equal  to  the  benefits  which  we  would  have  received 
for  that  service  under  the  provisions  of  this  chapter 
as  they  existed  on  June  30,  1956," 


INVESTMENT  POWERS  OF  THE 
TEACHERS'  RETIREMENT  BOARD 

Based  on  our  recommendations  outlined  in  Chapter  XIV  -  Investments 

and  Investment  Administration  under  the  subject  heading  "Purchase  of  Annuities" 

we  recommend  that  the  law  be  amended  to: 

1.  Broaden  the  investment  powers  of  the  Board  to  include  the 
power  to  enter  into  any  one  or  more  of  the  various  types  of  group  annuity 
contracts  offered  by  life  insurance  companies  licensed  to  do  business  in 
California. 

2.  Permit  the  Board  to  invest  in  such  contract  or  contracts  all 
or  any  part  of  the  System's  assets. 

APPROVAL  OF  INVESTMENT 
TRANSACTIONS 

The  System  is  currently  not  making  the  best  use  of  cash  resources 
for  short-term  investments.   We  estimate  that  at  current  investment  rates  an 
additional  $100,000  per  year  of  interest  income  could  be  realized  through  im- 
proved cash  forecasting  and  cash  management  techniques.   These  procedures  will 
be  detailed  in  a  subsequent  chapter  of  our  report  entitled  "Investments  and 
Investment  Administration." 

We  recommend  that  an  immediate  change  to  the  Government  Code  be 
made  to  add  the  System  to  those  agencies  exempted  from  the  necessity  to  obtain 
approval  of  the  Director  of  Finance  for  every  investment  transaction  under 
Section  11012  of  the  Government  Code. 

The  reasons  why  the  Director  of  Finance  should  not  approve  each 

security  transaction  for  the  System  are: 

1.   A  short-term  investment  must  be  quickly  executed  to  take 
maximum  income  advantage  of  large  amounts  of  cash  as  they  become  available „ 
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The  necessity  to  process  a  confirmation  through  the  Department  of  Finance 
at  times  causes  a  delay  in  settlement, 

2.  Investment  decisions  are  made  under  the  direction  of  the  same 
competent  investment  officers  who  carry  out  similar,  and  sometimes  identical, 
investment  transactions  for  the  State  Employees  Retirement  System,  who  are 
exempt  from  the  approval  requirements. 

3.  The  investment  transactions  are  carried  out  within  guide  lines 
set  forth  by  the  Teachers'  Retirement  Board,  are  individually  approved  in 
advance  by  the  Executive  Officer,  and  approved  by  the  Board  at  its  next 
meeting. 

4.  As  the  investment  process  for  the  System  and  the  State  Employees 
Retirement  System  are  carried  out  at  a  distance  from  the  Department  of  Finance, 
the  latter  is  not  in  a  position  to  evaluate  the  action  being  taken.   The 
resulting  approval  is  basically  a  formality  which  must  rely  on  the  judgement 

of  the  investment  officers. 
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Denotes  other  lines  of  authority  routinely  exercised. 

Note:  All  Section  Heads  confer  with  Executive  Officer  on  technical  and 
administrative  matters. 
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VII  -  ORGANIZATION  OF  S.  T.  R.  S. 

The  present  S.  T,  R,  S.  organization,  as  shown  on  the  facing  page, 
consists  of  three  divisions  and  an  Administrative  Analyst  reporting  to  the 
Assistant  Executive  Officer  who  in  turn  reports  to  the  Executive  Officer,   The 
staff  positions  of  legal  advisor  and  actuary  report  directly  to  the  Executive 
Officer. 

BACKGROUND 

The  present  organizational  structure  has  evolved  over  a  period  of 
time  to  meet  the  changing  requirements  of  S.  T.  R.  S.   The  various  new  positions 
such  as  the  Assistant  Executive  Officer,  Administrative  Analyst,  Division  and 
Assistant  Division  Chiefs  were  created  but  not  integrated  into  a  total  cohesive 
operating  group.   This  has  resulted  in  pockets  of  specialization  and  lack  of 
inter-department  and  inter-divisional  communication.   Over  the  years  this  has 
resulted  in  participation  by  the  Executive  Officer  in  the  routine  work  of 
S.  T.  R.  S,   (as  depicted  by  dotted  lines  on  the  organization  chart);  making 
decisions  which  would  normally  be  expected  of  a  subordinate  and  therefore 
reducing  the  effectiveness  of  middle  management. 

During  this  period  of  evolution  the  System  has  been  faced  with  the 
difficulties  of  administering  a  complex  set  of  laws  with  inadequate  records, 
staff  and  equipment.   It  is  not  possible  for  us  to  state  all  the  actions  taken 
or  not  taken  by  management  to  contain  and  correct  the  operational  problems. 
However,  there  are  indications  from  reports  issued  by  the  Organization  and  Cost 
Control  Division  of  the  Department  of  Finance  and  the  Auditor  General  that  many 
of  today's  problems  facing  S.  T.  R.  S.  were  pointed  out  to  them  as  far  back  as 
1958. 

We  believe  that  management  should  have  directed  greater  attention  in 
the  past  to  the  operational  rather  that  the  technical  problems  of  the  System. 
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The  magnitude  and  complexity  of  the  records  and  procedures  should  then  have 
been  more  apparent.   Management  could  have  delegated  routine  and  technical 
work  to  subordinates  and  devoted  the  available  time  to  resolve  the  administrativt 
problems . 

(a)  Program  Planning 

It  is  evident  that  the  System  has  lacked  planning  capabilities. 
Evidence  of  this  can  be  shown  by: 

1.  Verification  of  records.   The  original  requirement  was  seen  by 
management  but  it  was  unable  to  initiate  clerical  programs  to  attain  their 
original  objectives  (discussed  in  detail  in  the  Benefits  and  Verification  Oper- 
ations Chapter) . 

2 .  Proposed  conversion  to  monthly  reporting  by  counties  by  July,  1967. 
This  program  lacked  sufficient  research  at  the  county  level  and  development  of 
clerical  and  computer  systems  at  S.  T.  R.  S.   A  conversion  in  July,  1967  would 
have  been  premature  and  caused  additional  operational  problems  for  all  concerned 

The  more  formal  use  of  planning  should  become  a  technique  used  by  all 
levels  of  management  from  the  Board  down  to  section  heads.   Objectives  should  be 
specified  in  measurable  terms  and  the  actual  results  should  be  evaluated  to 
determine  those  responsible  for  deviating  from  the  stated  objectives.   This 
method  of  reporting  should  cover  all  phases  of  the  System's  work  so  that  dead- 
lines for  daily  routine  work  can  be  achieved  and  sound  planning  and  control  be 
initiated  for  new  plans.   Management  reporting  is  a  vital  part  of  an  efficient 
and  integrated  management  team. 

(b)  Supervision 

Those  members  of  management  empowered  with  line  operating  responsi- 
bilities should  become  more  involved  in  the  activities  of  the  sections  reporting 
to  them.  We  observed  that  section  heads  individually  have  had  no  direction 
regarding  work  pace,  procedures  and  individual  training,  with  widely  varying 
results  from  section  to  section. 
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Management  makes  little  effort  to  provide  staffing  in  areas  where 
critical  backlogs  occur.   At  one  period  of  this  past  year  1,800  files  were 
awaiting  final  verification  in  the  Audit  Section.   During  a  recent  period  there 
was  an  estimated  12,000  files  checked  out  of  the  central  files.   This  amounts  to 
over  100  files  per  System  employee,  which  is  an  indication  of  the  poor  work  flow 
and  document  control. 

Management  must  become  thoroughly  familiar  with  all  procedures  under 
their  areas  of  responsibility.   They  should  review  and  approve  all  procedural 
changes  and  require  that  adequate  documentation  and  coordination  between 
sections  be  provided.   Standards  for  performance  should  be  set  and  compliance 
with  these  standards  attained. 

MANAGEMENT 

It  is  therefore  our  considered  opinion  that  a  new  approach  is  required 
to  overcome  the  operational  difficulties  which  exist  within  the  System.   We 
believe  that  management  should  direct  their  attention  to  the  operational  as 
well  as  the  technical  aspects  of  the  System. 

It  is  essential  that  the  two  key  positions  in  management,  namely  the 
Executive  Officer  and  the  Assistant  Executive  Officer,  have  strong  administrative 
capabilities  and  devote  their  time  to  the  day  to  day  problems  facing  their 
operating  management. 

The  reporting  relationship,  responsibilities  and  qualifications  for 
these  positions  are  outlined  in  position  description  shown  in  Exhibits  C  and  D. 

(a)   Executive  Officer 

The  present  Executive  Officer  is  extremely  competent  in  the  technical 

matters  of  the  System  as  they  relate  to  the  execution  of  the  existing  and  prior 

laws.   Section  heads  have  to  rely  on  top  management  to  provide  day  to  day  technical 
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guidance  because  when  policy  decisions  were  made  they  were  not  formally  docu- 
mented.  As  a  result  of  this  situation,  together  with  the  Executive  Officer's 
technical  background,  delegation  of  responsibilities  to  division  managers  and 
section  heads  has  not  been  achieved.   The  position  of  Assistant  Executive  Officei 
as  recommended  in  a  report  by  the  General  Services  Administration,  was  establish; 
to  lighten  the  duties  of  the  Executive  Officer.   The  Assistant  Executive  Officer 
devotes  a  great  deal  of  his  time  explaining  retirement  information  to  the  teachei 
through  conferences  and  interviews  and  therefore  has  not  relieved  the  pressures 
of  work  on  the  Executive  Officer. 

We  advocate  that  the  Executive  Officer  should  not  be  involved  in  the 
routine  flow  of  work  and  that  this  work  be  delegated  to  the  appropriate  sections 
His  prime  responsibility  must  be  the  overall  administration  of  the  System  to 
ensure  it  is  effectively  and  efficiently  operated.   In  addition,  he  has  to  assuniii 
the  responsibility  for: 

1.  The  developing  and  training  of  management  so  that  they  can 
assume  the  full  responsibility  of  their  positions. 

2.  The  planning  and  controlling  of  all  financial  assets  of  the  System' 

3.  Continuing  review  of  the  System's  operation  to  ensure  that  the     1 
best  methods  are  utilized,  | 

4.  Representing  the  operation  and  needs  of  the  System  to  the  Legis- 
lature, State  Administration  and  public  and  teachers'  organizations 

The  key  to  a  successful  operation  of  S.  T,  R.  S.  rests  with  this 

Executive  who  is  held  responsible  for  planning  and  controlling  the  overall 

System. 

(b)   Assistant  Executive  Officer 

The  main  responsi bilties  of  the  Assistant  Executive  Officer  should  be 
to  execute  the  policy  and  administrative  decisions  of  the  Executive  Officer. 
This  position  requires  a  person  who  can  interpret  the  decisions  of  management 
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and  convert  them  into  directives  to  the  Divisional  Managers  and  their  staff. 
The  Assistant  Executive  Officer  should  establish  defined  lines  of 
communication  from  clerical  staff  through  section  heads  to  division  management. 
He  should  ensure  that  routine  questions  are  referred  to  division  management  and 
only  directed  to  him  when  a  decision  is  to  be  made.   He  should  only  direct  the 
problem  to  the  Executive  Officer  if  no  prior  ruling  has  been  made.   In  addition 
to  his  normal  responsibilities  for  the  routine  operation  of  the  System,  the 
Assistant  Executive  Officer  should  assume  the  full  responsibility  of  the  in- 
stallation program  of  the  agreed  recommendations  outlined  in  this  report.   This 
management  position  will  have  responsibility  for: 

1.  System  operation, 

2.  Installation  of  the  recommended  program. 

3.  Documentation  and  training. 

4.  Administrative  policies. 

5.  Special  studies. 

6.  Reporting. 

This  executive  must  effectively  control  the  activities  of  each  division 
if  the  clerical  and  computer  operations  are  going  to  achieve  the  objectives  out- 
lined in  this  report. 

ORGANIZATION  STRUCTURE 

The  influence  of  technical  knowledge  on  organization  structure  has 
resulted  in  processing  bottlenecks.   Individuals  through  necessity  have  spe- 
cialized in  certain  phases  of  processing.   This  results  in  work  crossing  section 
or  division  lines  in  midprocess.   No  single  manager  under  this  arrangement  has 
the  responsibility  to  see  that  specific  procedures  are  carried  out  quickly  and 
efficiently. 

(a)   Objectives  for  Organizational  Change 

In  our  opinion,  more  important  objectives  should  influence  the 
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organization  structure.   In  making  our  recommendations  we  are  giving  consid- 
eration to: 

1.  Clear  Responsibility  -  Each  division  manager  must  have  full  au- 
thority over  and  responsibility  for  an  entire  program,  to  the  greatest  ertent 
possible . 

2.  Internal  Control  -  Transactions  affecting  member  accounts  or  the 
System's  assets  should  emanate  in  an  orderly  fashion  and  the  results  checked 
by  an  independent  section, 

3.  Work  Flow  -  Similar  processes  and  transactions  should  be  placed 
together  and  be  routed  in  similar  patterns. 

Within  this  report  we  will  be  recommending  only  changes  that  will 

clearly  improve  these  objectives  without  unnecessary  disruption. 

(|b)   Revised  Organization  Structure 

A  suggested  revision  to  the  present  organization  structure  is  shown  on 
the  facing  page.   Under  this  proposal  the  existing  three  divisions  will  be  ex- 
panded to  five  so  that  the  duties  and  responsibilities  of  the  division  managers 
can  be  clearly  defined.   These  division  managers  and  the  Administrative  Analyst 
will  report  directly  to  the  Assistant  Executive  Officer  who  will  be  solely  re- 
sponsible for  their  operation. 

The  position  of  External  Relations  Officer  and  his  field  responsi- 
bilities are  new  positions,  reporting  to  the  Executive  Officer. 

An  Actuarial  Coordinator  should  replace  the  present  vacancy  of  actuary 
in  the  System,   His  duties  and  responsibilities  are  discussed  in  Chapter  XIII, 
entitled  Actuarial  Operations. 

The  following  paragraphs  will  outline  our  reasons  for  establishing 
five  divisions  and  the  External  Relations  Officer  program. 

(c)   Membership  Division 

The  Membership  Division  presently  has  responsibility  for  maintaining 
member  records,  processing  refunds,  recording  service,  computing  retirements  and 
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investigating  identification  and  rate  errors  on  annual  reports  submitted  by  the 
counties. 

In  our  opinion,  the  scope  of  responsibilities  within  this  division  Is 
too  broad  and  the  number  of  significant  programs  too  vast  to  permit  effective 
control  under  a  single  division.   In  addition,  the  present  organization  divides 
the  responsibility  for  maintaining  records  of  service  and  records  of  contribu- 
tions between  two  divisions.   The  problems  involved  in  this  separation  of  res- 
ponsibility can  be  readily  recognized  by  examining  the  differing  degrees  of 
progress  made  by  this  division  in  recording  service  and  the  Accounting  Division 
in  determining  contributions  relative  to  the  verification  procedure. 

Our  recommendations  for  revising  the  Membership  Division  are  presented-! 

below: 

1.   The  division  would  retain  total  responsibility  for  maintaining 
records  of  service,  and  assume  a  new  responsibility  for  maintaining  the  con- 
tributions records  of  the  Retirement  System,   The  functions  related  to  this 
latter  area  are  presently  performed  by  the  Accounting  Division  and  include: 

-  Editing  contribution  reports 

-  Verifying  contributions  and  arrears  processing 

-  Preparing  statements  of  service 

-  Preparing  adjustments  to  member  records 

-  Initiating  arrears  and  redeposit  entries 

1.      The  verification  functions  for  both  active  and  retired  members 
would  be  combined  as  a  single  section  of  this  division.   This  section  would 
assume  total  responsibility  for  service  and  contributions  verification  activity. 

3.  As  indicated  in  the  following  paragraph,  the  Benefits  Section 
would  become  a  separate  division  of  the  System. 

4.  The  Refund  Section  would  become  a  section  within  the  proposed 
Benefits  Division. 

5.  Control  over  post-retirement  teaching  will  be  transferred  from 
office  services  to  this  division, 

(d)   Benefits  Division 

The  present  Benefits  Section  has  the  responsibility  for  calculating 
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benefits  for  service  and  disability  retirements,  verifying  service  for  retiring 
members  and  maintaining  the  estimated  retirement  roll.   In  our  opinion,  the  two 
latter  functions  are  inconsistent  with  the  overall  objectives  and  programs  of 
this  section  and  we  have  proposed  that  these  activities  be  transferred  to  other 
divisions . 

The  skills  required  to  process  and  calculate  retirement  allowances 
are  significant.   We  recommend  that  this  section  become  a  division  and  assume 
the  responsibility  for  determining  the  amounts  of  all  payments  (other  than  account 
adjustments) . 

Specifically,  the  Benefits  Division  would  be  responsible  for: 

1.   Computing  service  and  disability  retirements  as  under  the  present 
organization . 

[  2.   Processing  and  calculating  refunds,  presently  performed  by  the 

Membership  Division. 

I  3.   Processing  death  claims  and  computing  survivorship  benefits, 

presently  performed  by  the  Executive  Officer  and  office  services. 

Under  the  revised  organization,  the  process  related  to  the  estimated 
retirement  roll  would  be  transferred  to  the  Retired  Payments  Section.  Verifi- 
cations functions,  as  indicated  in  the  previous  section,  would  be  combined  and 
under  the  responsibility  of  the  Membership  Division. 

(e)   Accounting  Division 

Exclusive  of  data  processing,  the  Accounting  Division  consists  of  the 
following  sections: 

1.  Internal  Accounting  -  Cashiering,  receivables,  redeposits  and 
general  accounting. 

2.  Auditing  -  Annual  report  editing,  verification  arrears  billing, 
controls  and  statements  of  member  accounts. 

3.  Retired  Payments  -  Maintenance  and  control  of  service  and  disability 
retirement  rolls. 

4.  Claims  -  Processing  all  death  claims. 
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5.   Bond  Accountins  -  Investment  transactions. 
Shortcomings  of  the  present  structure  are  that: 

-  No  central  single  point  of  accounting  control  now  exists 

-  Internal  control  is  weak  where  control  and  entry  Initiation 
are  in  the  same  area 

-  Responsibility  is  now  shared  with  membership  for  entries  to 
member  accounts 

-  Reporting,  both  internally  and  externally,  not  sufficient 
for  accounting  needs 

This  requires  that  the  emphasis  of  this  division  be  altered.   We  fore- 
see four  programs  within  the  division,  as  follows: 

1.  Control  -  Maintaining  control  over  all  transactions  involving 
dollar  amounts  or  creditable  service  amounts  for  accuracy  and  timeliness  of 
entry.   No  transactions  involving  member  records  would  be  initiated. 

2.  Reporting  -  Preparing  all  System  reports  including  financial 
statements,  budgets,  and  operating  reports.   Maintaining  necessary  supporting 
records . 

3.  Member  Receivables  -  Once  amounts  have  been  determined,  the 
carrying  out  of  routine  billing  and  benefit  roll  maintenance. 

4.  Cash  Management  and  Investment  Accounting  -  In  conjunction  with 
the  Investment  Officer  and  most  effective  use  of  available  cash  and  the  pro- 
cessing of  investment  transactions. 

These  programs  are  explained  in  detail  in  the  chapters  entitled 

Accounting  Division  (XII)  and  Investments  and  Investment  Administration  (XIV). 

(f)   Data  Processing  Division 

The  present  Data  Processing  Section  reports  to  the  Accounting  Divlsioi 
Chief.   Under  the  present  organization  this  reporting  relationship  is  satisfac- 
tory since  most  of  the  work  performed  is  related  to  accounting  functions. 

Under  the  revised  organization  and  in  consideration  of  the  expanded 
data  processing  procedures  proposed  in  this  report,  Chapter  IX,  this  division 
should  be  considered  as  a  service  organization.   It  would  provide  expanded  datas 
processing  services  to  all  divisions.   In  our  opinion,  it  should  be  administeret 
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by  a  level  of  management  (a  division  chief)  that  can  most  effectively  establish 
schedules  for  conversion  and  the  respective  priorities  for  implementation  of 
new  systems  for  the  total  organization. 

(g)   Office  Services  Division 

This  section  is  currently  responsible  for  the  following  activities: 

1.  Survivors'  and  one-half  allowances  procedures. 

2.  Employment  subsequent  to  retirement. 

3.  Mail  (incoming  and  outgoing). 

4.  Stock  room. 

5.  Central  typing. 
We  recommend  that  items  (1)  and  (2)  be  transferred  to  the  respective 

Membership  and  Benefits  Divisions  and  that  this  section  be  restricted  to  handle 
all  recognized  services  required  to  run  the  office. 

Our  review  indicated  that  improved  techniques  could  be  introduced 
to  speed  up  the  handling  of  mail  and  the  control  over  procedures  for  ordering, 
receiving  and  authorizing  payments  of  office  stocks. 

EXTERNAL  RELATIONS 

In  our  meetings  with  counties  and  other  outside  representatives,  we 
found  a  definite  need  exists  to  expand  liaison  activities. 

(a)   Teacher  Retirements 

Many  teachers  encounter  problems  in  applying  for  retirement.   They 
seek  advice  from  county  personnel  on  the  desirability  of  the  various  options 
and  on  how  to  proceed  with  retirement  processing.   County  personnel  feel  they 
are  not  equipped  to  provide  the  teachers  with  sound  advice  in  this  area  consid- 
ering the  complexity  of  the  law  and  the  contingencies  involved  in  each  individual 
case.   Clinics  have  been  conducted  in  some  localities  involving  the  services  of 


Vll-U 


I 


teacher  associations  and  System  representatives.   Time  made  available  by 
System  staff  has  not  been  enough  to  meet  the  demand  for  help.   As  a  result, 
much  of  the  teacher  assistance  has  been  left  up  to  the  associations  and  co 
county  personnel. 

(b)   County  System 

The  increasing  use  of  data  processing  by  counties  and  the  plans 
for  monthly  reporting  will  create  a  wide  variety  of  problems  for  the  counties 
and  the  System.  The  counties  will  be  forced  to  make  more  extensive  use  of  their 
own  data  processing  facilities  to  produce  the  monthly  report.  Others  will  be 
forced  to  use  prelistings  of  members  supplied  by  S.  T.  R.  S.  Data  submitted 
to  the  System  must  be  in  a  compatible  format  with  the  System's  equipment.  As 
all  counties  are  facing  a  reprogramming  of  systems  revision  in  the  face  of 
monthly  reporting,  there  is  great  potential  for  sharing  and  exchanging  ideas. 
Coding  and  other  specifics  of  data  format  must  be  clearly  understood  by  everyone 
involved.  • 

The  System  has  in  the  past  provided  a  reference  manual  for  the 
counties  containing  explanations  of  the  law  and  of  pertinent  forms  required. 
In  our  visits  to  the  counties,  we  found  this  manual,  while  helpful,  was  not 
referred  to  frequently  nor  was  it  inclusive  in  all  areas.   Los  Angeles  county 
found  it  necessary  to  compile  and  publish  a  manual  for  their  own  use  for  the 
districts  within  their  county.   At  all  counties  we  visited  those  involved  spoke 
highly  of  the  helpfulness  of  the  System  management  and  staff  in  answering 
questions  or  in  providing  assistance. 

(c)   External  Relations  Program 

The  demands  for  assistance  from  the  System  have  grown  to  the  level 
where  a  formal  external  relations  program  should  be  started.   We  urge  that  this 
program  be  the  full  time  responsibility  of  one  employee,  namely  the  External 
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Relations  Officer,  who  would  report  to  the  Executive  Officer.   This  employee 
and  his  field  representative  should  be  experienced  and  knowledgeable  in  the 
law  and  its  benefits  and  the  operations  of  the  System. 

Furthermore,  we  recommend  his  program  include  the  following  tasks: 

1.  Teacher  Information  -  Brochures  and  other  forms  need  continuous 
updating  and  wider  distribution.   Consideration  should  be  given  to  the  pre- 
paration of  a  short  movie  of  the  System.   This  is  a  means  of  readily  providing 
all  the  teachers  with  the  same  information,  in  a  manner  which  can  easily  be 
reviewed  in  their  own  schools,  and  without  the  expensive  time  of  staff  and 
travel . 

2.  Field  Representative  -  Based  on  the  anticipated  rate  of  teacher 
retirement,  the  demand  for  interviews  and  clinics  will  require  the  increased 
time  of  System  staff.   We  feel  a  full  time  representative  is  justified  in 
the  southern  part  of  California,  who  would  report  to  the  External  Relations 
Officer.   The  External  Relations  Officer  would  be  expected  to  spend  at  least 
half  his  time  in  the  same  duties  in  northern  counties.   Field  offices  could 
be  minimal,  an  office  and  an  answering  service  or  shared  with  other  State 
agencies,  as  the  field  representative  would  spend  most  of  his  time  in  the 
districts  and  counties. 

3.  County  Systems  -  Data  processing  systems  personnel  should  be  made 
available  to  consult  with  reporting  agencies  on  programming  and  systems  planning. 
This  may  require  the  full  time  of  one  man  in  the  next  two  years  while  counties 
and  districts  are  converting  to  monthly  reporting. 

4.  County  Manual  -  The  existing  manual  should  be  rewritten  and 
expanded  to  include  the  many  changes  that  will  be  taking  place  in  the  re- 
porting system  areas.  The  problems  causing  the  counties  the  most  trouble 
should  be  identified  and  explained  in  detail.  It  must  be  emphasized  that 
careful  ground  work  will  greatly  reduce  the  System's  editing  and  data  correction 
activities . 

PERSONNEL  TRAINING 

The  System  needs  staff  with  a  high  level  of  technical  competence  to 
operate  effectively.   Many  procedures  require  that  an  in  depth  knowledge  of 
current  and  past  sections  of  the  law,  as  well  as  all  administrative  interpre- 
tations to  the  law.   Experience  is  necessary  to  understand  the  contents  of  even 
a  routine  file  and  to  process  a  verification,  retirement  or  accounting  entry. 
With  the  excessive  turnover  of  personnel  in  the  System,  the  burden  has  been 
heavy  to  train  personnel  and  at  the  same  time  continue  processing. 
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Unfortunately,  the  section  heads  have  had  little  assistance  in  devel- 
oping a  training  program  and  in  achieving  depth  of  experience.   The  System  has 
only  begun  to  put  together  any  procedures  documentation.   Manuals  consist  only  of 
notes  and  assembled  memos  that  each  individual  has  gathered  in  their  individual 
area  of  activity.   Training  is  entirely  on  the  job  with  questions  being  answered 
as  they  arise.   Under  such  an  arrangement,  it  has  not  been  possible  to  train 
staff  members  in  more  than  narrowly  specialized  duties.   Flexibility  is  virtually 
impossible . 

This  circle  must  be  broken  by  an  investment  in  more  formal  training 
programs.   As  we  have  recommended  in  Chapter  II,  the  necessary  first  step  is  to 
sort  from  the  mass  of  historical  material,  that  which  is  law  and  that  which  shoul 
be  documented  as  administrative  rules  and  policies.   From  that  point  on,  a 
training  plan  should  include: 

1.  Procedures  Manuals  -  In  each  section,  detailed  position  description 
procedural  flow  charts,  schedules,  rules  and  forms  should  be  assembled  as  refer-- 
ence  and  training  aids. 

2.  Scheduled  Training  -  In  each  section,  staff  should  become  familiar 
with  all  jobs  through  scheduled  meetings  and  discussions. 

3.  Cross  Training  and  Rotation  -  Each  staff  member  should  learn  at 
least  two  jobs.   This  will  increase  flexibility,  job  interest,  and  improve  in- 
ternal control,  if  employees  assume  other  duties  as  a  matter  of  policy. 

4.  System-wide  Training  -  Scheduled  training  meetings  should  be  con- 
ducted to  familiarize  staff  with  areas  which  they  would  otherwise  not  be  exposed. 

Such  a  training  program  would  be  intended  to  supplement  on  the  job 

training.   The  investment  of  staff  time  in  initiating  the  training  program  will 

be  returned  quickly  in  time  saved.   One  member  of  management  should  be  assigned 

the  supplementary  duty  of  training  coordinator.   He  will  assign  other  members 

of  management  the  conduct  of  meetings  and  the  documentation  of  their  respective 

areas.   The  coordinator  will  make  meeting  arrangements  and  agendas  and  will  final 

the  procedures  manuals  into  a  uniform  format . 
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OFFICE  LAYOUT 

The  present  arrangements  of  offices  is  such  that  all  management  above 
the  level  of  section  head  are  grouped  together  in  one  corridor.   Interchange 
between  sections  and  their  respective  management   tends  to  become  limited. 
Management  cannot  observe  the  operations  under  their  control  and  only  infre- 
quently visit  the  sections.   The  facing  page  illustrates  the  grouping  of  manage- 
ment and  the  separation  from  their  sections. 

The  sections  each  occupy  closed  rooms,  which  tends  further  to  make 
each  section  independent  in  its  staffing  and  work  habits.   There  are  few  par- 
titions that  are  truly  required  because  of  machine  noise  or  for  other  reasons. 

We  suggest  that  Divisional  Management  and  their  assistants  be  placed 
in  offices  with  full  view  of  their  respective  operations.   Further,  all  parti- 
tions within  a  division  be  removed,  except  where  keypunch  machines  and  other 
equipment  require  soundproofing.   This  has  an  additional  advantage  of  increased 
flexibility  of  space  utilization  and  of  providing  more  natural  light  to  interior 
working  areas . 

THE  RETIREMENT  BOARD 

In  Article  2  of  the  Retirement  Law  the  composition  and  duties  of  the 
Board  are  fully  described.   The  powers  of  the  Board  are  far-reaching  and  the 
decisions  made  are  based  on  data  provided  by  the  Executive  Officer. 

(a)   Effectiveness  of  the  Board 

It  would  appear  from  the  minutes  of  the  quarterly  meetings  of  the  Retire- 
ment Board  that  they  are  extremely  interested  in  all  matters  which  directly  affect 
the  members  of  the  System  but  in  general  have  not  been  too  aggressive  concerning 
the  administration  of  the  System. 

We  believe  that  the  Board  could  contribute  significantly  to  the  entire 
operation  of  the  System  if: 
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1.  The  nine  members  of  the  Board,  as  described  in  Section  13851  of 
the  Law,  attended  all  the  meetings  convened.   During  the  period  November  19, 
1963  to  January  6,  1967,  the  Controller  and  Director  of  Finance  did  not  attend 
any  meetings  and  only  sent  substitutes  on  a  limited  number  of  occasions. 

2.  The  agendas  were  directed  more  towards  policy  and  administration 
problems  than  to  detail  member  cases. 

3.  A  management  report  was  prepared  by  the  Executive  Officer  out- 
lining the  status  of  work,  action  taken  to  rectify  and  improve  the  operation  of 
the  System. 

(b)   Board  Meetings 

As  the  meetings  of  the  Board  shall  be  open  and  public  (Section  13866 
of  the  Law)  we  feel  that  they  should  be  more  widely  publicized  so  that  the  re- 
porting agencies,  school  districts  and  members  could  attend. 
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(c)   Installation  Responsibility 

The  Board  will  play  a  very  important  role  during  the  installation  of 
the  proposed  recommendations.   A  monthly  report  should  be  prepared  by  the 


Executive  Officer  stating  clearly  the  progress  of  the  installation  program 
and  the  problems  encountered.   The  Board  should  take  action  where  necessary  to 
ensure  that  the  objectives  of  the  program  are  maintained. 
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SUMMARY 

The  key  to  a  successful  S.  T.  R.  S.  operation  is  geared  to  organiza- 
tion.  The  ability  to  achieve  a  current  status  on  daily  routine  work,  update 
prior  year  records  and  to  achieve  a  successful  installation  program  rests 
squarely  on  management's  shoulders. 

Under  the  direction  of  a  strong,  able  and  experienced  Executive 

Officer,  the  future  of  the  System  can  be  planned  in  the  following  ways: 

1„   The  strengthening  of  management  talent  to  implement  a  program 
of  this  magnitude. 

2.   The  improvement  of  division  managements'  responsibilities, 
planning  effectiveness  and  supervision  skills. 
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3.  The  realignment  of  divisions  to  provide  a  clear  definition  of 
functions,  responsibilities  and  duties. 

4.  The  initiation  of  an  external  relations  program. 

5.  More  extensive  personnel  training. 

6.  Improvement  in  work  flow  by  internal  control  and  office  layout. 

7.  Closer  contact  between  management  and  staff. 

8.  Increased  attention  of  the  Board  towards  administrative  matters. 


VIII-1 
VIII  -  REPORTING  OF  CONTRIBUTIONS 

The  reporting  and  recording  of  member  service  and  contributions  con- 
stitutes the  largest  single  operating  effort  for  S.  T.  R.  S.  and  the  reporting 
counties.   Each  of  the  68  reporting  agencies  must  prepare  an  annual  report, 
due  within  six  months  after  the  end  of  the  school  year.   Last  year  there  was 
a  combined  total  of  over  280,000  line  entries  to  be  edited  and  posted  to  mem- 
bers' accounts.   The  timing  of  this  procedure  is  such  that  for  the  fiscal  year 
of  1964-65,  twenty  months  elapsed  before  the  transactions  were  completey  posted. 
Such  an  extensive  delay  has  significant  bearing  on  the  other  processes  of  the 
System. 

PROBLEMS  WITH  THE  PRESENT 
REPORTING  PROCEDURES 

The  method  of  reporting  has  not  changed  since  1956,  while  membership 
and  reporting  volumes  have  increased  over  twofold.   Many  refinements  have  been 
made  to  the  existing  procedures,  but  the  volumes  under  these  procedures  are  be- 
coming increasingly  difficult  to  handle,  both  by  the  counties  and  by  the  System. 

(a)   Problems  of  the  Counties 

Approximately  807o  of  the  annual  report  line  entries  are  processed  on 
data  processing  equipment  in  the  counties.   Our  visits  to  the  counties  revealed, 
however,  that  what  appeared  to  be  data  processing  reports  were  merely  print-outs 
of  an  extensive  amount  of  manual  work.   The  most  important  cause  of  this  diffi- 
culty is  that  the  information  required  by  the  System  is  not  readily  available  as 
a  by-product  of  normal  payroll  procedures.   Furthermore,  the  annual  report  con- 
tents cannot  be  readily  programmed  for  computer  preparation.   Substitute,  part- 
time  teachers,  adult  education  teachers,  and  changes  in  pay  rate  are  but  a  few 
of  the  many  exceptional  situations  which  require  special  manual  treatment. 
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It  is  not  easy  for  the  counties  to  reconcile  the  annual  report 
with  the  teachers'  payrolls  for  the  year  because  of  nonmembers ,  exclusion  of 
overtime,  etc.   Some  counties  are  meticulous  in  their  accuracy,  while  others 
sacrifice  accuracy  to  prepare  the  report  in  a  reasonably  short  time. 

Although  S.  T.  R.  S.  holds  the  counties  responsible  for  the  data 
submitted,  it  must  be  remembered  that  the  data  emanates  from  the  school  dis- 
tricts.  The  quality  of  data  and  the  latitude  of  individual  districts  in  pay- 
roll plans  and  in  pay  actions  affect  the  counties'  reports. 

S.  T,  R.  S.  allows  the  counties  six  months  to  submit  the  annual  re- 
port, and  most  take  full  advantage  of  this  time.   Some  are  delinquent  In  re- 
porting, and  there  are  no  penalties  exercised  although  available  by  law.   In 
our  conferences  with  the  counties,  we  found  it  would  be  difficult  to  shorten 
this  time  allowance.   Most  of  the  work  involving  teacher  personnel  falls  in  the 
summer  and  early  fall  months  when  teachers  are  leaving  and  entering  the  employ 
of  the  districts.   To  additionally  place  the  burden  of  the  time  consuming  annual 
report  on  to  them  at  this  time  would  require  the  counties  to  increase  their 
staffing. 

(b)   Report  Quality 

The  format  of  the  annual  report  requires  that  many  explanatory  codes  b' 
used  and  that  all  data  conform  to  a  certain  pattern  for  a  given  employment  situ- 
ation.  The  error  rate  of  reports  submitted  is  high.   Of  280,000  line  entries  in 
the  fiscal  year  1965-66,  20,000  discrepancies  of  member  identification  (name, 
number,  or  rate)  and  an  additional  estimate  of  20,000  discrepancies  in  amounts 
arose.   Because  of  the  change  to  Social  Security  number,  the  current  reports' 
rate  of  discrepancies  is  higher.   These  errors  are  time  consuming  to  analyze  and 
correct,  presently  taking  up  to  eight  months  to  resolve  by  hand.   Error  detectioi 
methods  have  in  the  past  not  been  as  reliable,  so  there  is  no  way  of  determining 
the  number  of  undetected  errors  in  the  past  which  have  already  been  posted  to 
members'  accounts. 
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Manual  editing  requires  numerous  letters  to  be  sent  to  the  counties 
for  explanation  or  correction.   The  System  has  been  lenient  to  the  point  where 
some  counties  take  an  extremely  long  time  to  answer  or  do  not  reply  at  all.   One 
major  county  refuses  to  respond  to  the  System's  inquiries,  but  sends  in  error 
corrections  as  they  are  encountered  in  their  own  post-editing  procedures, 
^k        As  the  annual  reports  are  based  on  salary  and  service  data  that  may 
not  reconcile  with  the  payroll  data,  the  System  has  no  reliable  method  of 
assuming  that  all  salary  and  service  has  been  reported.   The  school  districts 
throughout  the  State  have  a  wide  variety  of  payroll  plans,  each  of  which  has 
an  impact  on  the  data  reported  to  the  System. 

(c)  Processing  Capacity 

The  limited  capabilities  of  the  S.  T.  R.  S.  Tabulating  Section 
compounds  the  delays.   Machine  editing  of  the  current  year's  input  is  set 
back  while  past  years' posting  is  completed.   As  it  is  impossible  to  staff  for 
the  peak  loads  when  all  reports  arrive,  clerical  editing  and  error  correction 
procedures  must  be  spread  over  a  longer  period  of  twelve  to  eighteen  months. 

(d)  Scheduling 

Management  is  not  kept  apprised  of  the  flow  of  reports  in  order  to 
take  corrective  action  in  preventing  a  backlog  of  work.   The  scheduling  between 
sections  only  is  that  which  can  be  negotiated  between  section  heads. 

(e)  Effect  of  Delays 

The  delays  caused  by  the  annual  cycle  result  in  a  serious  duplication 
of  information  requests  to  process  current  transactions.   For  example: 

1.  Refunds  -  For  each  of  nearly  10,000  refunds  annually,  requests 

of  current  contributions  must  be  sent  to  the  counties  and  entered  when  returned. 

2.  Deaths  and  Retirements  -  The  same  procedure  as  (1)  is  followed 
for  approximately  3,000  requests  for  current  service. 
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3.  Redeposit  Eligibility  -  Information  about  past  members  who  have 
re-entered  teaching  must  be  obtained  to  determine  the  point  in  time  when  they 
are  eligible  to  redeposit. 

4.  Statements  of  Account  -  Unposted  service  and  contributions  must 
be  researched  for  the  most  recent  entries. 

5.  Discrepancies  -  Interim  information  obtained  in  steps  (1)  through 
(3)  may  be  at. variance  with  that  eventually  reported  by  counties.   These  must 
be  researched  and  resolved. 

In  any  of  the  above  situations,  the  System  personnel  have  no  assurance 

that  all  the  information  in  process  by  the  System  has  been  obtained.   There  are 

many  instances  where  teachers  may  work  in  several  districts  or  counties  in  the 

interim  or  where  adjustments  to  their  accounts  are  in  process  in  the  System  and 

unallocated.   This  results  in  frequent  occurrences  of  over  or  under  payments, 

which  must  be  corrected  at  a  later  date. 

ALTERNATIVES  FOR  IMPROVEMENT 

In  exploring  the  means  for  overcoming  the  existing  problems  in  the 
process  of  reporting  contributions,  consideration  was  given  to  both  the  timing 
and  content  of  the  reports  of  service  and  contributions.   Also  the  roles  that 
the  counties  and  the  Retirement  System  have  taken  in  assuming  the  responsibility 
for  the  accuracy  and  completeness  of  the  data  must  be  examined. 

(a)   System  Responsibility 

It  is  most  important  that  S.  T.  R.  S.  assume  the  full  responsibility 
for  collecting  and  maintaining  the  official  record  of  teacher  service  for  retire- 
ment.  Because  of  the  lack  of  control  and  the  variable  quality  of  data  now  sub- 
mitted, the  System  is  not  now  in  a  position  to  assure  itself  that  it  has  complete 
information.   This,  therefore,  is  a  reversal  of  roles.   The  counties  no  longer 
should  be  the  interpreters  of  what  data  and  in  what  format  the  data  should  be 
submitted.   The  System's  record  of  service  should  be  considered  the  final  record 
unless  challenged  and  proven  otherwise  by  the  member. 
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(b)  Report  Content 

To  assume  the  role  of  full  responsibility,  S.  T.  R,  S.  must  obtain 
full  disclosure  from  the  counties.   All  service  and  all  salaries  paid  whether 
the  teachers  are  members  or  not  must  be  reported.   It  should  be  the  System's 
responsibility  to  determine  when  a  nonmember  is  eligible  for  membership,  a 
retired  substitute  has  exceeded  the  limitations,  or  when  a  member  is  eligible 
for  redeposit.   Furthermore,  the  System  should  proceed  to  reconcile  the  reported 
salaries  with  the  districts'  salaries  as  reported  to  the  State  Controller,  so 
the  System  is  assured  that  all  data  has  been  received. 

Less  data  is  needed  when  more  frequent  reporting  is  employed.   In 
examining  report  formats,  we  carefully  evaluated  each  item  of  data  requested 
under  present  reporting  and  under  the  monthly  format  as  proposed  by  S,  T.  R,  S., 
which  closely  follows  that  of  S.  E.  R.  S.   Our  recommendation  regarding  a  re- 
vised formula  for  part-time  and  substitute  service  will  greatly  reduce  the 
number  of  required  codings.   However,  we  did  not  feel  that  substantial  reduction 
in  the  types  of  data  required  could  be  effected,  so  that  any  deviation  from 
the  S.  E.  R.  S.  format  under  a  monthly  approach  would  not  be  justified. 

(c)  Report  Timing 

Three  basic  alternatives  were  considered  to  the  interval  of  reporting: 

1.  Annual  Cycle  -  As  presently  performed  with  improvements  to  dead- 
lines, machine  editing,  complete  reporting  and  format. 

2.  Quarterly  Cycle  -  To  coincide  with  quarterly  reports  required  by 
the  Internal  Revenue  Service  so  that  salary  data  is  available  in  a  summarized 
and  balanced  form. 

3.  Monthly  or  Payroll  Cycle  -  To  coincide  with  actual  disbursements 
to  teachers  and  avoiding  all  summarization  by  the  counties. 

To  allow  the  System  to  assume  full  responsibility  for  service  and  con- 
tributions data,  interpretations  by  the  counties  must  be  minimized.   We  have 
concluded  that  alternative  (3),  monthly  reporting  is  the  best  approach  consistent 
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with  this  objective  and  the  objective  of  limiting  the  amount  of  required  data. 

MONTHLY  REPORTING 

Supporting  arguments  and  problems  of  monthly  reporting  must  be 
examined  from  several  viewpoints. 

(a)   County  Support 

The  persons  in  the  counties  we  visited  who  are  responsible  for  reporting 
(with  one  exception)  were  unanimous  in  their  desire  for  a  monthly  reporting 
system.   Many  of  them  also  prepared,  or  worked  closely  with  those  who 
prepared,  State  Employees'  Retirement  System  reports.   They  were  able  to 
compare  directly  the  relative  ease  of  preparing  the  S.E.R.S.  report  as 
compared  to  that  of  S.T.R.S.   Specific  reasons  expressed  in  support  of  month 
reporting  were: 

1.  Ease  of  Reconciliation  -  Current  reports  could  be  reconciled  more 
quickly  to  the  current  payrolls.   Once  balanced,  old  data  could  be  put  away. 

2.  Ability  to  Computerize  -  The  depth  of  data  processing  involvement 
could  be  increased. 

3.  Current  Information  -  The  present  procedures  require  working  with 
payroll  information  that  is  as  much  as  18  months  old. 

4.  Fewer  Exceptions  and  Explanations  -  Changes  in  salary  or  in  other 
conditions  of  employment  could  be  dealt  with  as  they  arise. 

The  degree  of  actual  clerical  savings  at  the  counties  was  difficult 

to  predict.   Many  felt  it  would  increase  the  workload.   In  our  opinion,  there 

would  be  long-term  reductions  of  clerical  effort  at  the  counties  by  converting 

to  monthly  reporting  and  by  completing  the- verifications  program  (See  Chapter  XV) 
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(b)   Service  to  Members 

The  most  serious  drawback  to  good  member  service  under  present  methods 
is  the  delay  in  providing  members  with  information,  in  making  refunds,  and  in   J 
benefit  payments.   Monthly  reporting  will  not  eliminate  all  delays,  but  should 
significantly  reduce  them  and  eliminate  the  procedures  to  circumvent  the  delays. 
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Most  significantly,  statements  of  service  should  be  available  to  members  within 
months  of  the  end  of  the  school  year,  instead  of  nearly  two  years  later. 

(c)  Compatibility  with  S.  E.  R.  S. 

The  report  format  should  follow  as  closely  as  possible  that  of  the 
State  Employees'  Retirement  System.  This  will  allow  the  counties  to  combine 
programming  and  systems  for  the  preparation  of  both  reports.  Should  serious 
consideration  be  given  to  combining  the  two  state  retirement  systems  at  some 
time  in  the  future,  compatible  reports  will  aid  in  bringing  about  such  a  merger. 

We  explored  whether  the  amount  of  data  required  could  be  substantially 
reduced  over  that  required  by  the  S.  E.  R.  S.  report  format.   S.  T.  R.  S,'s 
proposed  monthly  reporting  anticipates  using  the  S.  E.  R.  S.  format.   We  found, 
however,  that  it  was  not  possible  to  reduce  enough  of  the  reported  data  to  justify 
deviation  from  the  S.  E.  R.  S.  format. 

One  notable  exception  would  be  the  simplification  of  reporting  for 
subtitute  and  part-time  teaching  service,  as  recommended  in  Chapter  III  en- 
titled Proposed  Plan. 

(d)  Problems  Created 

Monthly  reporting  creates  new  problems  while  solving  others.   Of 
most  importance  is  the  increased  volume  of  input.   Approximately  ten  times  the 
number  of  line  entries  will  be  processed  by  the  System  annually.   The  effect  of 
this  increased  volume  on  the  data  processing  requirements  is  discussed  in  Data 
Processing,  Chapter  IX. 

Many  problems  have  yet  to  be  resolved  in  the  interpretation  and  re- 
porting of  unusual  situations.   For  example,  advances  on  teachers'  contracts, 
with  holds  of  salary  for  summer  months  and  other  pay  plans  that  do  not  relate 
pay  with  the  school  calendar  will  require  careful  treatment,  particularly  when 
coupled  with  a  change  in  status  of  the  teacher  during  the  year. 
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A  great  deal  of  systems  and  programming  must  be  accomplished  at 
the  county  level.   We  do  not  feel  either  the  System  or  the  counties  appreciate 
the  size  of  the  task  or  the  time  required  to  provide  reliable  and  timely  monthly 
reports.   As  discussed  in  the  following  chapter,  we  feel  the  plan  should  be 
extended  in  time  and  implemented  in  phases. 

(e)   Overcoming  New  Problems 

Within  S.  T.  R.  S.,  error  detection  and  correction  procedures  must  be 
improved.   Data  processing  should  be  employed  to  avoid  a  multiplication  of  the 
clerical  staff.   Deadlines  must  be  rigidly  enforced.   Close  liaison  with 
counties  is  mandatory  to  bring  about  uniform  reporting  methods  and  the  most 
effective  use  of  data  processing  at  the  county  level. 

SUMMARY 

The  present  reporting  system  is  not  effective  in  providing  reliable 
timely  information  in  a  reasonably  efficient  manner.   We  have  explored  various 
alternatives   and  have  concluded  that  a  monthly  reporting  plan  is  the  most 
practical  approach.   The  improvements  to  be  derived  include: 

1.  Improved  information  reliability. 

2.  Ability  to  provide  more  current  information  to  members  and  to 
other  elements  of  the  System. 

3.  Ease  of  preparation  by  counties. 

4.  Compatibility  with  S.  E.  R.  S. 

This  change  will  impose  the  necessity  for  extensive  and  long-term 
system  planning  and  implementation. 
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IX  -  DATA  PROCESSING  PROGRAM 

The  principal  objective  of  our  data  processing  review  was  to  evaluate 
the  Retirement  System's  plan  for  converting  to  electronic  computer  equipment. 
In  addition  we  were  to: 

1.  Review  the  proposed  equipment  configuration  in  connection  with 
our  findings  regarding  present  and  projected  needs. 

2.  Determine  the  feasibility  for  joint  use  of  equipment  and  facilities 
with  the  State  Employees'  Retirement  System. 

3.  Ascertain  the  activities  of  the  Retirement  System  that  should  be 
wholly  or  in  part  converted  to  electronic  data  processing  to  produce  increased 
effectiveness  and  efficiency  in  operations. 

4.  Determine  the  requirements  and  develop  a  plan  for  accumulation, 
retention,  and  maintenance  of  data  necessary  to  the  actuarial  requirements  of 
the  System. 

STATUS  OF  THE  PRESENT 
DATA  PROCESSING  SYSTEM 

Punched  card  equipment  was  originally  installed  by  the  Retirement 
System  in  1948.   Subsequent  to  that  date,  there  has  been  no  substantial  in- 
crease in  data  processing  capability.   The  number  of  active  members,  since  that 
date,  however,  has  increased  nearly  five  times. 

Generally,  we  found  that  the  present  data  processing  capability 
cannot  effectively  meet  the  existing  or  projected  requirements  of  the  Retirement 
System.   Our  analysis  of  the  present  installation  is  presented  below. 

(a)   Present  Data  Processing 
Applications 

The  existing  data  processing  applications  are  presented  as  Exhibit  E. 
This  analysis  shows  the  number  of  machine  hours  expended  on  each  job  during  the 
1965-66  fiscal  year. 

It  should  be  emphasized  that  this  data  does  not  reflect  all  processing 
activity  required  of  data  processing  personnel.   Due  to  the  lack  of  sufficient 
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machine  capability,  the  major  punched  card  master  records  are  maintained 
and  updated  by  hand , 


(b)   Condition  of  Punched  Card 
Master  Records 


Due  to  the  eighteen  month  delay  in  posting  member  accounts  and  the 
infrequent  need  for  actuarial  reports,  the  punched  card  master  records  are  not 
kept  in  current  condition.   Prior  to  converting  these  records  to  advanced  com- 
puter systems,  these  files  must  be  brought  to  a  current  and  accurate  conditiono 

Our  review  of  these  records  indicates  the  following  problems: 

1.  The  active  member  statistical  file  contains  many  duplicate  records 
due  to  the  eighteen  month  delay  in  the  annual  reporting  cycle.   At  present,  it 
is  not  possible  to  identify  the  most  current  record.   We  suggested  that  the 
present  procedure  be  modified  to  include  keypunching  transaction  date  into  each 
record  change  card.   This  recommendation  has  been  adopted  and  should  reduce  the 
number  of  clerical  investigations  required  prior  to  future  systems  conversions 

2.  The  many  verifications  of  post-1956  records  indicate  that  the 
active  member  statistical  master  file  may  contain  numerous  age,  birthdate, 
effective  date,  and  rate  discrepancies.   The  number  of  errors  of  this  type 
cannot  be  determined  at  this  time.   We  strongly  recommend  taking  immediate 
steps  to  make  a  computer  edit  of  this  file  in  order  to  determine  the  number 
of  errors  and  to  serve  as  a  source  for  making  manual  file  corrections. 

3.  The  retired  member  statistical  master  file  has  not  been  updated 
since  1964.  In  addition,  procedures  for  generating  changes  or  corrections  to 
this  file  have  not  been  established.  The  need  to  perform  more  frequent  actu- 
arial studies  requires  that  these  records  be  kept  current  and  that  formalized 
procedures  for  updating  this  file  be  established. 

Management  is  now  taking  steps  to  bring  these  30,000  records  up-to-   I 

date  by  performing  a  manual  comparison  of  data  recorded  in  the  statistical  recorc 

with  the  retired  member  file  folder.   It  is  expected  this  will  be  accomplished 

within  one  year. 

(c)   Equipment:  Utilization 

The  annual  utilization  for  each  piece  of  equipment  is  shown  as  Exhibit 
F.   Data  processing  operates  on  a  two  shift  basis,   The  peak  period  of  utilizatic 
occurs  in  the  first  quarter  of  each  year  when  data  processing  is  editing  the 
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annual  membership  contributions,  posting  member  accounts,  and  preparing  contri- 
bution statements.   The  level  of  utilization  for  most  pieces  of  equipment 
during  this  period  will  increase  by  about  50%  to  60%  over  the  normal  level  for 
the  period. 

A  critical  factor  related  to  operating  efficiency  is  the  shortage  of 
space  for  this  operation.   Present  conditions  do  not  permit  an  efficient  layout 
of  accounting  machine  equipment  and  effective  utilization  is  impaired  by 
inadequate  space , 

(d)  Scheduling 

The  scheduling  of  data  processing  applications  during  peak  periods  of 
activity  is  critical.   All  major  applications  during  these  periods  cannot  be 
processed  due  to  the  limited  capacities  and  speeds  of  the  present  equipment. 

During  the  most  recent  period,  refunds  were  not  processed  for  a  six- 
week  period  due  to  the  heavy  workloads  required  for  posting  member  accounts. 
When  several  peaks  of  activity  coincide,  the  System  is  incapable  of  meeting  the 
total  processing  requirements.   This  condition  has  violent  impact  on  clerical 
procedures  and  most  important,  an  adverse  effect  on  the  quality  of  service  to 
members . 

(e)  Quality  of  Input  Data 

The  quality  of  contribution  reports  received  annually  from  the 
counties  is.  poor.   About  80%,  of  these  transactions  are  received  in  punched 
card  form.   Although  S.  T.  R.  S.  has  supplied  each  county  with  the  required 
punched  card  format,  an  estimated  40%  of  the  data  must  be  reworked  into  the 
prescribed  format  before  it  is  acceptable  for  machine  processing. 

The  poor  quality  of  punched  card  data  transmitted  by  counties  must 
be  substantially  improved  prior  to  conversion  to  monthly  reporting  procedures. 
To  continue  to  receive  improperly  formatted  data  on  a  monthly  schedule  could 
result  in  a  complete  breakdown  of  the  proposed  monthly  reporting  system. 
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(f)  Controls 

Most  accounting  data  transmitted  to  data  processing  is  under  batch 
control.   Documents  relating  to  new  membership  and  status  changes  are  not  ade- 
quately controlled. 

Prior  to  implementing  major  revisions  to  the  present  data  processing 
system,  the  control  procedure  outlined  in  Chapter  X  should  be  installed. 

(g)  Present  Costs 

The  present  annual  cost  of  equipment  and  personnel  is  approximately 
$90,000  (Exhibit  G) .   This  figure  does  not  include  the  annual  salaries  of 
management  and  programming  personnel  who  are  involved  in  the  system's  design 
for  the  planned  computer  system.   These  additional  costs  are  approximately 
$60,000  per  year. 

S.  T.  R.  S.  PROPOSED  DATA 
PROCESSING  PROGRAM 

The  data  processing  mechanization  program  proposed  by  S.  T.  R.  S.  is 

designed  to  totally  integrate  the  major  functions  of  the  agency.   The  principal 

objectives  of  this  program  are  to: 

1.  Improve  the  level  of  service  to  members  by  accumulating  and  recordi 
the  data  required  to  process  retirements,  refunds,  and  death  benefits. 

2.  Provide  timely  accounting,  actuarial,  and  control  reports  for 
management . 

3.  Answer  inquiries  from  members  promptly,  efficiently  and  accurately. 
The  feasibility  study  performed  by  S.  T.  R.  S.  management  was  completed 

in  March,  1965  and  based  upon  the  approval  by  the  Department  of  General  Services, 
specifications  were  developed  and  made  available  to  eight  equipment  manufacturers 
These  specifications  were  specifically  geared  to  the  requirement  of  mass  storage 
and  random  processing.  i 
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In  November,  1965,  all  manufacturers  had  responded  and  with  the 
assistance  of  the  Department  of  General  Services,  the  proposals  were 
analyzed  and  the  operating  specifications  for  the  basic  minimum  equipment 
configuration  were  established. 

In  January,  1966,  the  data  processing  plan  was  presented  to  the 
Board  by  management.   The  Board  approved  the  plan  at  that  time,  and  based  on 
the  analysis  presented  at  that  meeting,  the  equipment  manufactured  by 
International  Business  Machines  Corp.  was  selected. 

The  original  installation  schedule  date  was  set  for  July,  1967, 
however,  this  program  has  been  delayed  pending  the  results  of  this  study. 
The  specific  program  as  conceived  and  planned  by  S.T.R.S.  management  is 
presented  in  the  following  sections. 

(a)   Planned  Computer 
Applications 

The  principal  data  processing  applications  identified  during  the 

initial  feasibility  study  and  reported  on  by  the  selected  manufacturer  are 

essentially  the  same  as  the  applications  presently  planned.   These  applications 

are  outlined  below: 

1.  Member  Identity  -  The  plan  calls  for  mechanizing  the  roster  file 
(alphabetic  index)  to  computer  processing.   This  procedure  is  intended  to 
eventually  eliminate  the  manually  maintained  chain  index  file  and  to  permit 
the  identification  of  member  account  numbers  by  either  punched  card  or  direct 
inquiry  into  the  computer  system. 

2.  Monthly  Reporting  -  Member  service  and  contributions  would  be 
received  from  the  counties  monthly  rather  than  annually.   The  new  system  was 
designed  to  collect  data  as  a  by-product  of  the  county  payroll  function. 

The  major  objectives  and  benefits  of  more  frequent  reporting 
would  be  to  determine  and  correct  reporting  discrepancies  on  a  current  basis, 
provide  and  permit  the  issuance  of  annual  contribution  statements  to  members 
on  a  current  basis. 

3.  Retirements  -  The  proposed  system  includes  a  procedure  for 
retaining  all  of  the  pertinent  data  required  to  compute  retirement  benefits 
under  each  of  the  unmodified  or  various  option  possibilities.   In  addition, 
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requests  for  benefits  quotations  would  be  computed  under  each  of  these  plans 
to  assist  the  member  in  selecting  the  most  appropriate  retirement  program. 

Upon  final  selection  of  the  retirement  plan  by  the  member,  the 
data  in  computer  storage  would  be  automatically  transferred  to  retirement 
status.   At  this  point,  the  retired  payment  roll  would  be  generated  to  permit 
prompt  issuance  of  monthly  warrants. 

4.  Refunds  and  Death  Benefits  -  The  data  required  to  automatically 
compute  refunds  and  death  benefits  would  be  retained  in  storage.   The  system 
is  designed  to  permit  more  current  and  rapid  processing  of  these  payments. 
Members  re-entering  the  Retirement  System  would  receive  computer  prepared 
monthly  billings. 

5.  Actuarial  Reports  -  The  plan  is  to  accumulate  actuarial  data 
as  a  by-product  of  the  computer  procedures  outlined  above.   Under  these 
conditions,  an  actuarial  analysis  could  be  made  annually  and  special  studies 
could  be  processed  on  a  request  basis. 

6.  Investments  -  This  system  was  designed  to  provide  the  ability 
to  analyze  the  investment  portfolio  on  a  real-time  basis.   The  system  would 
perform  the  calculation  of  yields,  maintain  interest  due  reports,  and  provide 
monthly  investment  analysis  reports  for  management. 


(b)  Equipment 

The  equipment  selected  to  perform  the  applications  and  procedures 
described  above  is  an  IBM  System/360,  model  30,   The  system  contains  random 
mass  storage  capability  which  can  be  utilized  to  store  and  retrieve  up  to  800 
million  digits  of  information. 

The  equipment  on  order  also  includes  four  video  display  stations 
which  provide  the  source  for  displaying  data  from  computer  storage  at  selected 
clerical  work  stations.   Normal  processes  being  performed  on  the  system  can  be 
interrupted  for  these  inquiries  as  they  occur. 

The  computer  configuration  which  is  presently  on  order  rents  for 
approximately  $13,000  per  month  (Exhibit  H) . 

(c)  Personnel  Requirements 

Data  processing  management  has  projected  their  personnel  requirements 
for  a  four -year  period.  Once  the  system  becomes  fully  operational  and  when  the 
existing  data  processing  staff  has  been  phased  out,  the  personnel  requirements 
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projected  by  S.T.R.S.  are  presented  as  Exhibit  I.   The  projected  annual  cost 
for  the  1970-71  fiscal  year  will  be  approximately  $233,000. 

The  personnel  requirements  for  the  clerical  area  have  not  been 
projected  by  management. 

(d)  Installation  Schedule 

The  original  conversion  date  was  scheduled  for  July,  1967,  however, 
the  conversion  has  been  rescheduled  for  July,  1968.   After  that  date,  all 
counties  would  submit  service  and  contribution  reports  on  a  monthly  basis. 
By  December  31,  1968,  the  counties  would  submit  their  final  annual  report  and 
the  system  would  become  operational  on  a  monthly  reporting  schedule. 

Although  the  plan  is  to  receive  all  equipment  in  June,  1968,  the 
Retirement  System  does  not  have  a  detailed  conversion  schedule  for  each 
major  application. 

(e)  Cost  of  the  Program 

The  annual  cost  projections  prepared  by  S.T.R.S.,  including  equip- 
ment, personnel,  and  installation  costs  range  from  $454,000  for  the  1968-69 
fiscal  year  to  $412,000  for  the  1970-71  fiscal  year.   This  projection  of  cost 
exceeds  the  present  annual  expenditure  for  data  processing  by  about  $354,000 
and  $312,000  respectively. 

Similar  cost  projections  for  clerical  activities  had  not  been 
completed  by  management  at  the  time  of  our  study. 

EVALUATION  OF  THE 
PROPOSED  PROGRAM 

The  data  processing  program  proposed  by  S.T.R.S.  is  acceptable  as  a 
long-range  system  objective.   In  our  opinion,  however,  this  plan  is  too  aggres- 
sive for  successful  short-range  implementation  and  if  undertaken  on  this  basis  by 
the  Retirement  System,  the  result  would  be  a  complete  diversion  of  management  effort 
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away  from  other  vital  projects.   Due  to  the  many  programs  recommended  in 
this  report,  the  effort  expended  on  each  must  be  balanced  one  with  the  other 
and  be  totally  consistent  with  the  capability  of  management  to  implement. 

We  concur  that  advanced  electronic  data  processing  equipment  and 
capability  are  required  by  the  Retirement  System,  however,  we  strongly  recommend 
that  a  step-by-step  transition  of  systems,  methods,  and  procedures  be  planned. 
The  basis  for  this  recommendation  is  summarized  below. 

(a)   Condition  of  the 
Present  System 

The  status  of  the  present  system  has  been  presented  earlier  in  this 
Chapter.   It  is  emphasized  here  that  the  degree  of  success  achieved  through 
conversions  to  advanced  data  processing  systems  is  directly  dependent  upon  the 
quality  of  existing  records,  systems,  clerical  procedures,  and  supervision. 
We  do  not  believe  that  present  conditions  are  conducive  to  the  successful  im- 
plementation of  the  planned  system. 

The  Retirement  System  has  made  conversions  to  expanded  data  processing 
procedures  in  the  past,  however,  the  effort  to  record  service  in  data  processing 
format  has  not  been  successful.   In  our  opinion,  the  Retirement  System  must  not 
undertake  a  new  conversion  of  major  proportions  without  first  establishing  a 
sound  and  workable  program  for  bringing  their  records  up-to-date. 


(b)   Data  Processing 
Applications 

Several  key  data  processing  applications  proposed  by  S.  T.  R.  S.  in 

their  original  feasibility  study  cannot  be  achieved  at  this  time.   These  are: 
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1 .  Automatic  Computation  of  Quotations  and  Retirement  Benefits  -  1 
without  records  of  member  service  prior  to  1956,  separate  records  of  local  " 
and  non-local  service,  and  separate  records  of  retirement  annuity  interest, 
computer  processing  of  this  application  cannot  be  achieved  as  originally  con- 
ceived. The  system  can  only  perform  these  calculations  on  data  gathered 
manually  for  entry  into  the  computer  system  as  opposed  to  the  original  concept 
of  having  all  significant  data  stored  within  the  computer  system. 
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2.   Video  Inquiry  Capability  -  The  video  display  concept  does  not 
provide  significant  benefit  to  the  overall  system,  since  such  inquiries  could 
be  handled  on  a  24  hour  basis  by  entering  punched  card  input  (as  a  source  for 
inquiry)  into  the  computer  system.   Inquiries  of  vital  significance  could  be 
entered  into  the  computer  console  for  near  immediate  response.   Much  of  the 
significant  data  needed  by  clerical  personnel  would  not  be  available  in  the 
computer  system  on  a  current  basis  until  counties  are  reporting  contributions 
on  a  monthly  basis. 

In  addition  to  these  applications  which  cannot  be  immediately  imple- 
mented, there  are  several  additional  procedures  which  should  be  delayed  or 
processed  in  another  manner.   These  are: 

1.  Automated  Roster  File  -  This  application  is  not  an  immediate  re- 
quirement of  the  System.   In  Chapter  X,  we  have  proposed  the  addition  of  two 
chain  index  clerks  to  processing  documents  that  require  Social  Security  number 
identification.   In  addition,  we  have  proposed  new  procedures  which  will  en- 
courage the  use  of  Social  Security  number  when  outside  sources  contact  the 
Retirement  System.   The  conversion  of  this  application  should  be  defined  as 

a  long  range  program. 

2.  Actuarial  Analysis  -  This  application  should  not  be  used  as  a 
basis  for  justifying  a  major  computer  installation.   The  existing  punched  card 
statistical  records,  when  edited  and  corrected,  could  be  transferred  to  magnetic 
tape  and  the  required  analytical  reports  could  be  prepared  on  a  service  bureau 
basis . 

3.  Investment  Reporting  -  We  have  proposed  the  joint  use  of  S.E.R  S. 
systems,  programs,  and  equipment  for  producing  these  reports.   In  our  opinion, 
the  use  of  video  display  for  this  application  is  not  an  essential  requirement. 

(c)   Schedule  for  Conversion 

The  original  plan  of  S.T.R.S.  management  was  to  convert  to  the  pro- 
posed system  in  July,  1967.   In  our  opinion,  implementation  of  this  vast  pro- 
gram on  the  original  schedule  date  would  have  been  disastrous  to  the  Retire- 
ment System.   Sufficient  progress  in  systems  redesign  and  programming  effort 
had  not  been  made  at  the  beginning  of  our  study  (January  3,  1967)  to  permit  an 
orderly  and  controlled  conversion  on  the  planned  conversion  date. 

In  addition,  the  plan  to  correct  both  internal  procedures  and  the 
systems  at  all  counties  simultaneously  could  not  have  been  successfully  accom- 
plished.  We  are  recommending  a  "phased"  approach  for  accomplishing  the  conver- 
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sion  to  monthly  reporting,  extended  over  a  three  year  period.   During  the 
first  year,  only  a  select  and  limited  number  of  counties  would  be  converted. 
This  schedule  would  permit  a  thorough  testing  of  clerical,  programming  and 
computer  systems  prior  to  making  a  total  conversion  to  monthly  reporting  on 
a  state-wide  basis. 

(d)  Data  Processing  Equipment 
Requirements 

In  our  opinion,  the  equipment  proposed  by  S.  T.  R.  S.  contains 
capacities  in  excess  of  their  immediate  requirements.   A  de-accelerated  instal- 
lation program  for  monthly  reporting  and  the  establishment  of  more  realistic 
schedule  dates  for  several  of  the  proposed  applications  (as  indicated  pre- 
viously) reduces  the  immediate  equipment  capability  requirements. 

(e)  Personnel  Requirements 
Under  a  de-accelerated  installation  schedule,  the  personnel  require- 
ments as  originally  proposed  by  S.  T.  R.  S.  could  be  reduced.   The  number  of 
clerical  personnel  required  by  S.  T.  R.  S.  during  the  conversion  to  monthly 
reporting  must  be  included  in  the  projection.   We  estimate  that  8  to  10  people 
will  be  required  during  the  conversion  period. 

(f)  Summary 
In  summary,  the  plan  as  originally  conceived  by  management  must  be 

revised.   Although  it  is  accepted  as  a  long  range  program,  any  proposed  data 
processing  program  must  be  de-accelerated  and  brought  into  proper  balance  with 
all  other  programs  of  the  Retirement  System. 

In  the  following  sections  of  this  Chapter,  we  are  presenting  our 
evaluation  of  a  joint  S.  E.  R.  S . /S .  T.  R.  S.  computer  system  and  our  recommende( 
data  processing  program. 
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ANALYSIS  OF  JOINT  S.  E.  R.  S,/S.  T.  R.  S, 
COMPUTER  FACILITY 

As  our  alternative  to  installing  a  separate  data  processing  system 

at  S.  T.  R.  S.,  we  evaluated  the  potential  for  operating  under  a  joint  computer 

operation  with  S.  E.  R.  S.   We  found  that  the  objective  of  both  retirement 

systems  for  data  processing  to  be  the  same,  in  the  following  aspects: 

1 .  Both  systems  plan  to  implement  the  same  data  processing 
applications . 

2.  Both  systems  have  the  same  service  level  objectives  and  plan 
to  utilize  random  mass  storage  equipment  in  the  future. 

3.  The  System's  design  for  capturing  by-product  payroll  data  at  the 
counties  for  recording  service  and  contributions  is  compatible  with  methods 
used  by  S.  E.  R.  S. 

Despite  the  apparent  advantages  of  the  joint  operation,  it  is  our 

opinion  that  such  a  program  should  not  be  considered  for  implementation  at 

this  time.   The  reasons  for  this  recommendation  are  outlined  below: 

(a)  Lack  of  Immediate 

Compatibility 

In  our  opinion,  the  key  objection  to  a  joint  operation  at  this  time 
is  the  incompatibility  of  the  present  systems.   S.  E.  R.  S.  has  been  on  monthly 
reporting  for  many  years  and  has  near-current  data  available  in  the  system, 
S.  T.  R.  S.,  conversely,  is  operating  on  an  annual  reporting  system  and  does 
not  have  current  contribution  data  available. 

To  combine  these  two  systems  on  such  a  basis  at  this  time  could  well 
result  in  ineffective  data  processing  operations  for  both  retirement  systems. 
We  would  not  recommend  such  a  joint  venture  until  both  systems  are  functioning 
under  a  monthly  reporting  plan.   This  cannot  be  accomplished  by  S.  T.  R  S.  for 
an  estimated  four  to  five  year  period. 

(b)  Systems  Integration 

In  order  to  successfully  operate  as  a  joint  system,  the  records  of 
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both  retirement  systems  should  be  integrated  and  merged.   Contributions 

data  from  counties  under  this  approach  would  also  be  integrated  and  the  records 

of  both  retirement  systems  would  be  updated  in  a  single  operation. 

In  our  opinion,  any  plans  for  joint  operations  should  be  delayed 
until  this  type  of  operation  can  be  achieved. 

(c)  Equipment  Requirements 
and  Costs 

The  Honeywell  200  computer  system  presently  operated  by  S.  E,  R,    S, 
is  used  for  two  full  shifts  each  day  throughout  the  year.   At  the  close  of 
the  fiscal  year,  the  equipment  is  operated  for  a  third  shift  for  a  two  month 
period.   This  peak  period  of  utilization  coincides  with  the  peak  period  of 
activity  at  S.  T.  R.  S. 

In  order  to  combine  both  systems,  a  revised  and  upgraded  computer 
complex  would  be  required.   A  recent  study  prepared  by  S.  E.  R.  S.  data  pro- 
cessing personnel  indicates  that  a  two  computer  system,  including  a  Honeywell 
2200  and  120  systems,  would  be  capable  of  meeting  the  processing  requirements   ■ 
of  both  retirement  systems. 

The  annual  rental  for  this  equipment  would  be  approximately  $180,000 
to  $200,000.   An  additional  staff  of  seven  computer  operations  personnel  was    I 
projected  at  an  annual  cost  of  about  $60,000.   Programming  staff  would  con- 
tinue to  be  required  at  S.  T.  R.  S. 

In  our  opinion,  the  potential  for  substantial  reductions  of  data 
processing  equipment  costs  could  be  achieved  only  when  both  systems  are  com- 
patible and  operating  on  an  integrated  basis. 

(d)  Summary 
We  recommend  that  plans  for  joint  use  of  equipment  by  both  retire- 
ment systems  be  delayed  until  S.  T.  R.  S.  is  operating  effectively  on  a 
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monthly  reporting  schedule.   This  program  will  require  approximately  five  years 
to  achieve. 

The  State  Employees'  Retirement  System  should  obtain  equipment 
necessary  to  operate  independently  and  continue  their  research  and  possible 
transition  to  random  processing  equipment. 

At  the  end  of  a  five-year  period,  the  potential  for  joint  operation 
should  again  be  re-evaluated. 

RECOMMENDED  DATA 

PROCESSING  PROGRAM 

We  recommend  a  more  gradual  conversion  to  advanced  data  processing 

systems  than  is  presently  being  planned.   This  program  has  been  integrated 

and  scheduled  (Chapter  XVI)  into  a  balanced  master  plan  of  projects  for  the 

Retirement  System. 

(a)   Growth  Considerations  and 
System  Requirements 

Based  on  historical  growth  patterns,  we  have  projected  the  major 
activities  of  the  Retirement  System  through  1975  (Exhibit  J).   In  our  projected 
schedule  for  implementation,  the  system  will  not  be  fully  operational  until 
the  end  of  the  1970-71  fiscal  year. 

Our  volume  projections  indicate  that  the  total  active  and  retired 
membership  will  exceed  450,000  members  by  1971.   In  our  opinion,  the  data 
processing  capability  at  that  time  should  have  the  capacity  of  processing 
volumes  for  at  least  a  three  to  five-year  period  (1974-75).   This  is  an  impor- 
tant requirement  in  order  to  avoid  costly  equipment  or  systems  conversions  in 
the  future . 

Most  clerical  activities  increase  proportionately  to  either  the 
active  membership  or  retirement  growth  trends.   As  indicated  by  the  projected 
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membership  activity,  the  Retirement  System  could  anticipate  an  estimated 
increase  of  more  than  50  percent  by  1975.   The  activities  related  to  pro- 
cessing retirements,  however,  could  be  expected  to  increase  by  100  percent 
for  the  same  period. 

(b)   Proposed  Data  Processing 
Applications 

Management  plans  to  operate  both  a  machine  accounting  and  computer 
system  during  the  eighteen  month  period  for  phasing  out  the  annual  reporting 
function.   Based  on  a  "phased"  program  for  converting  to  monthly  reporting, 
we  recommend  that  the  present  applications  be  converted  to  computer  processing 
Under  this  approach,  the  accounting  machine  equipment  could  be  released  at 
the  time  of  installing  the  computer  system. 

The  major  applications  for  computer  processing  are  outlined  in 
the  following  sections. 

1.  Contributions  Accounting  -  This  system  would  be  designed  to 
accept  both  monthly  and  annual  schedules  for  reporting  member  contributions- 
We  recommend  that  management  select  five  to  eight  counties  of  various  types 
and  sizes  for  the  first  years  of  monthly  reporting  operation.  Once  the 
system  has  been  refined,  the  remainder  of  the  counties  should  be  converted 
over  the  following  two  to  three  year  period. 

2.  Statistical  Records  -  The  active  and  retired  member  statistical 
records  would  be  converted  and  maintained  on  the  computer  system.   The  active 
master  records  would  be  maintained  in  Social  Security  number  sequence „   In 
addition,  the  records  for  those  members  teaching  in  more  than  one  county 
would  be  consolidated,   The  need  to  update  county  codes,  as  required  by  the 
present  system,  would  be  eliminated. 

3.  Retirement  Roll  -  The  procedure  for  initiating  monthly  pay- 
ments to  more  than  30,000  retired  teachers  would  be  mechanized.   The  method    J 
for  transmitting  data  to  the  Controller's  Office  would  be  converted  to  a       ■ 
magnetic  tape  procedure,  which  conforms  to  the  methods  now  used  by  S.  E.  R.  S. 

4.  Inquiries  and  Rate  Requests  -  Contributions  or  statistical  data 
would  be  available  for  inquiry  on  a  daily  basis.   We  recommend  utilizing  a 
punched  card  inquiry  approach  as  opposed  to  a  video  display.   Rate  requests 
from  counties  would  be  listed  each  day  and  forwarded  to  the  appropriate  agency. 
This  latter  procedure  may  be  eliminated  when  the  single  contribution  rate 
becomes  effective. 
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5.  Benefit  and  Quotation  Calculations  -  A  modified  benefit  calcula- 
tion procedure  is  presently  being  designed  by  management.   The  present  pro- 
cedure requires  a  complete  entry  of  all  data  into  the  system  and  only  the 
calculations  are  performed.   As  the  basic  computer  data  file  is  established, 
this  procedure  will  become  more  simplified  since  many  portions  of  the  data 
will  be  stored  in  the  computer  system.   After  records  of  service  prior  to 
1956  have  been  estalbished,  the  system  will  become  even  more  effective  for 
computing  either  benefit  or  quotation  calculations. 

6.  Refund  Roll  -  the  availability  of  more  current  contributions 
data  will  permit  improved  service  for  issuing  refunds.   Under  the  monthly 
reporting  system,  however,  there  may  be  a  two  to  three  month  lag  in  posting. 
The  system  should  be  designed  to  provide  refund  checks  up  to  80  percent  of 
the  total  contribution,  followed  by  an  additional  payment  for  the  balance 
when  all  contributions  have  been  reported. 

7.  Member  Receivables  -  The  monthly  billing  routine  and  payment 
records  for  members  paying  redeposits  on  an  installment  basis  will  be  pro- 
cessed by  computer  procedures.   Many  of  the  present  clerical  procedures 
related  to  this  activity  will  be  eliminated. 

After  monthly  reporting  has  become  totally  operational,  the  roster 

file  and  advanced  inquiry  techniques  should  be  explored. 


(c)   Computer  Equipment  Requirements 

The  computer  equipment  selected  for  use  by  the  Retirement  System 
must  be  capable  of  processing  transaction  volumes  at  1971  levels.   It  is  at 
this  date  when  monthly  reporting  (the  major  application  in  terms  of  volume) 
becomes  fully  operational  for  most  counties.   In  our  opinion,  the  basic 
computer  system  should  also  be  capable  of  meeting  the  System's  requirements 
for  an  additional  three  to  five-year  period  beyond  1971.   In  summary,  the 
equipment  selected  today  should  be  capable,  through  modular  expansion,  of 
processing  volumes  at  the  projected  1975  levels.   The  objective  is  to  avoid 
major  and  costly  systems,  equipment,  or  programming  conversions  in  the  immed- 
iate future. 

We  considered  several  basic  alternatives  for  meeting  the  system's 
requirements  of  the  Retirement  System.   These  alternatives  were: 

1.  Expanded  punched  card  system. 

2.  Small  punched  card  computer  system. 
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3.  Magnetic  tape  oriented  computer  system. 

4.  Random  mass  storage  computer  system. 

Our  projections  of  volume  through  1975  strongly  indicate  that  an 
expanded  punched  card  or  small  punched  card  computer  could  not  adequately 
meet  the  future  system's  requirements.   In  our  opinion,  the  major  alter- 
natives for  consideration  are  the  magnetic  tape  or  random  storage  systems. 

The  annual  rental  cost  of  the  magnetic  tape  approach  is  approx- 
imately $24,000  less  than  for  a  random  storage  oriented  computer  system. 
Despite  this  cost  differential,  we  propose  the  random  storage  approach  for 
the  following  reasons: 

1.  Daily  processing  of  a  small  number  of  transactions  compared 
to  the  total  number  of  member  records  contained  in  the  master  file  would  be 
more  efficiently  performed  under  the  mass  storage  approach.   Projected 
transaction  volumes  indicate  that  only  10  to  15  percent  of  the  total  number 
of  records  would  be  updated  each  day. 

2.  The  mass  storage  approach  would  permit  the  consolidation 
of  statistical  and  contributions  data  for  a  given  member  into  a  single 
record.   In  our  opinion,  the  magnetic  tape  approach  would  require  mainten- 
ance of  separate  statistical  and  contributions  records. 

3.  We  estimate  that  the  magnetic  tape  approach  for  the  projected 
volumes  would  require  a  two  shift  computer  operation.   The  random  storage 
approach,  however,  could  be  operated  on  a  single  shift  for  at  least  three 
to  four  years  after  installation.   The  additional  cost  of  personnel  and 
equipment  for  a  two  shift  operation  would  more  than  offset  the  $24,000 
annual  equipment  rental  saving  for  magnetic  tape  equipment. 

4.  Future  systems  requirements,  such  as  the  conversion  of  the 
roster  file  and  advanced  inquiry  techniques  to  computer  processing  would 
require  equipment  and  systems  conversion  to  mass  storage  concepts.   In- 
stallation of  mass  storage  capability  at  this  time  permits  expansion  to 
these  applications  in  the  future  by  expanding  this  configuration  on  a 
modular  basis  . 

We  recommend  that  the  following  modifications  to  the  IBM  300-30 

system  presently  planned  by  S.  T.  R.  S.  be  modified  as  follows: 
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Deletions  Additions  Cost  Reduction 

Tele-processing  equipment  $   970 

Central  Processor  (65  K)  Central  Processor  (32  K)       1,200 

Printer  &  Control  (1403)  Printer  1443  500 

Total  Reduction  $2,670 

This  reduction  is  consistent  with  the  slowed  down  schedule 
for  implementation,  and  reduces  the  monthly  rental  for  computer  equipment 
from  $13,045  to  $10,375.   Based  on  the  added  volume  and  new  applications 
projected  for  1971-72  fiscal  year,  the  system  should  be  modularly  expanded 
to  include  these  features  at  that  time. 

In  addition  to  the  computer  equipment,  the  system  will  incur 
a  projected  $6,000  per  year  on  keypunch,  sorting,  and  collating  equipment, 

(d)   Personnel  Requirements 

Our  projections  of  personnel  requirements  for  data  processing  are 
presented  as  Exhibit  K.   The  costs  used  in  this  schedule  are  at  1971  pro- 
jected rates,  which  correspond  to  those  salary  rate  projections  prepared 
by  S.  T.  R.  S.  (Exhibit  I)  . 

In  our  opinion,  this  staff  should  be  capable  of  carrying  out 
the  program  through  1971.   This  staff  would  be  supported  by  a  systems  and 
procedures  analyst  on  the  management  staff  and  by  a  control  section  located 
in  the  Accounting  Division. 

DATA  REQUIRED  FOR  PERFORMING 

ANNUAL  ACTUARIAL  VALUATIONS  AND 
EXPERIENCE  STUDIES 

The  data  required  for  performing  actuarial  valuations  which  data 
will  be,  in  large  part,  readily  available  from  the  records  of  the  revised 
System  is  as  follows: 
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(a)   Active  and  Inactive  Members 

1.  Social  Security  number. 

2.  Month  and  year  of  birth. 

3.  Sex. 

4.  Entry  date  (month  and  year). 

5.  Member  contribution  rate. 

6.  Annual  rate  of  compensation  during  the  school  year  ending 
on  the  valuation  date. 

7 .  Employment  code: 

-  Full-time 

-  Part-time 

-  Substitute 

8.  Years  of  credited  service  between  June  30,  1956  and 
prior  valuation  date. 

9.  Credited  service  during  the  school  year  ending  on 
the  valuation  date. 

10.  Permanent  Fund  contributions: 

-  Made  for  service  before  July  1,  1935 

-  Made  for  service  between  July  1,  1935  and  June  30,  1944 

-  Made  for  service  between  July  1,  1944  and  June  30,  1956, 
with  and  without  interest 

-  Made  for  service  after  June  30,  1956,  with  and  without 
interest 

11.  Retirement  Annuity  Fund  contributions  with  interest, 

12.  Status  on  the  valuation  date: 

-  Active  (non-local) 

-  Inactive  (non-local) 

-  Active  (local) 

-  Inactive  (non-local) 

13.  Date  when  member  became  inactive. 
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14.   Total  adjusted  earnings  for  part-time  or  substitute 
service . 


(b)   Retired  Members 

1.  Social  Security  number. 

2.  Type  of  payment; 

-  Service  retirement 

-  Disability  retirement 

-  One-half  continuance 

3.  Date  of  retirement  or  date  of  death  if  payment  is  with 
respect  to  the  one-half  continuance  allowance. 

4.  Payee  code: 

-  Male  member 

-  Female  member 

-  Male  beneficiary 

-  Female  beneficiary 

5.  Birth  date  of  payee  (month  and  year). 

6.  Option  code. 

7.  Birth  date  of  live  beneficiary. 

8.  Social  Security  number  of  live  beneficiary. 

9.  Monthly  amount  of: 

-  Subvention 

-  Pension 

-  Annuity 

10.   Accumulated  contributions  at  retirement. 

The  inclusion  of  a  gain  and  loss  analysis  in  the  annual  valu- 
ation requires  the  retention  of  some  of  the  results  of  the  prior  valuation, 
The  reason  for  this  is  that  actual  experience  must  be  compared  with  ex- 
pected experience  in  order  to  analyze,  into  its  components,  the  amount 
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of  actuarial  gain  or  loss.   Once  the  records  of  the  System  are  brought 
up-to-date  with  respect  to  credited  service  prior  to  July  1,  1956,  the 
amount  of  input  data  needed  to  perform  the  valuation  will  be  materially 
reduced . 

SUMMARY 

Once  the  proposed  data  processing  system  has  been  installed 
and  operating  effectively,  several  alternatives  for  the  future  should  be 
examined.   The  first  alternative  is  the  potential  for  joint  use  of  equip- 
ment and  facilities  with  S.  E.  R.  S.   As  indicated  in  this  report,  a 
totally  integrated  system  for  preparing,  transmitting  and  processing 
teacher  and  state  employee  data  should  be  considered. 

The  management  of  S.  T.  R.  S.  should  also  continue  to  observe 
the  progress  of  the  newly  formed  regional  education  data  processing  centers 
This  network  of  systems  could,  in  the  future,  provide  a  source  of  teacher 
data  to  the  data  processing  system  at  S.  T.  R.  S.  or  could  possibly  form 
the  basis  for  a  joint  computer  system  and  operation. 

The  data  processing  program  prepared  for  S.  T.  R.  S.  can  provide 
a  sound  basis  for  future  conversion  and  systems  integration  under  either 
alternative . 
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X  -  MEMBERSHIP  DIVISION 

The  principal  functions  of  the  Membership  Division  presently  include: 

1.  Processing  new  membership  applications,  member  status  changes, 
and  contribution  rate  requests  submitted  to  S.T.R.S.  by  the  counties. 

2.  Maintaining  member  record  files  and  alphabetic  cross-reference 
systems . 

3.  Computing  service  for  members,  assigning  contribution  rates, 
calculating  retirement  benefits,  and  processing  member  refunds. 

4.  Investigating  discrepancies  relative  to  each  of  the  above  functions 
and  as  a  result  of  annual  reporting  from  counties. 

5.  Verifying  and  recording  member  service  prior  to  1956. 

As  indicated  in  Chapter  VII,  we  recommended  several  revisions  to 
the  organization  of  this  division.   The  proposed  organization  chart  is  presented 
on  the  facing  page. 

Most  clerical  functions  in  this  division  are  highly  cyclical,  with 
peak  workloads  occurring  in  the  month  of  July  through  October.   Fifty  to  sixty 
percent  of  the  paperwork  volume  relating  to  new  applications,  rate  requests,  and 
status  changes  is  received  during  this  four-month  period.   Shifts  in  some  clerical 
duties  take  place,  however,  heavy  volumes  of  documents  for  processing  are  back- 
logged  during  this  period. 

Many  of  our  recommendations  for  this  division  are  directly  related  to 
the  installation  of  data  processing  procedures  outlined  in  this  report.   There 
are,  however,  major  revisions  relating  to  the  filing  and  alphabetic  index  systems 
which  should  be  implemented  immediately. 

MEMBER  RECORDS 

Significant  improvements  to  the  member  record  filing  system  have  been 
made  during  the  past  two-year  period.   Several  years  ago,  clerical  and  manage- 
ment personnel  pulled  their  own  files  for  processing.   In  addition,  the  filing 
system  was  divided  into  seven  separate  segments,  each  based  upon  the  status  of 
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the  member. 

Recently,  however,  the  following  improvements  have  been  made  or 
are  in  the  process  of  being  implemented: 

1.  A  separate  file  section  has  been  established  to  service  the  needs 
of  all  departments. 

2.  The  separate  segments  of  the  file  system  have  been  consolidated 
into  a  single  numerical  system. 

3.  The  member  numbering  scheme  is  presently  being  converted  to 
social  security  numbers. 

4.  A  file  locator  system  has  been  installed  to  assist  in  locating 
member  records  which  are  out  of  the  central  filing  system. 
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5.   A  program  has  been  established  to  purge  old  files  out  of  the  system 
Several  key  problems  of  management  policy  relating  to  the  handling 

of  member  records  still  remain  to  be  resolved.   These  problems  are  discussed 

below: 

(a)  Consolidated  Filing,  System 
In  addition  to  the  central  filing  system,  there  are  numerous  subsidiary 

member  record  filing  systems  throughout  the  office.   These  include  those  retained 
and  maintained  by  Verifications,  Refunds,  Benefits,  Auditing,  Claims,  Office 
Services,  and  by  the  Executive  Officer.   Recent  statistics  indicate  that  more 
than  12,000  files  are  retained  outside  the  central  system. 

We  recommend  that  steps  be  taken  to  consolidate  and  to  maintain  all 
records  in  the  central  filing  system.   Under  this  approach,  records  would  be    1 
more  readily  available  which  will  reduce  the  time-consuming  clerical  effort  for 
locating  files  and  service  to  members  will  be  improved. 

(b)  Workload  and  File  Control  I 
In  order  to  improve  the  overall  level  of  service  and  clerical  effective 

ness,  the  number  of  files  pulled  for  processing  must  be  consistent  with  existing 
and  scheduled  workloads   With  proper  supervisory  control,  only  those  files  that 


X-3 


can  be  processed  in  a  reasonable  span  of  time  should  be  pulled  from  central 
files  for  processing  by  the  clerical  units. 

Under  a  controlled  operation  of  this  type,  the  following  additional 
procedures  should  be  implemented: 

1.  An  inventory  showing  the  number  of  files  in  a  department  and 
section  should  be  taken  each  month.   Where  significant  volumes  of  files  appear, 
a  written  explanation  would  be  required,  including  the  actions  or  decisions 
that  are  required  in  order  to  complete  the  processing. 

2.  A  "File  Locator  List"  should  be  prepared  (typed  and  reproduced) 
twice  each  week.   The  member  number  for  those  files  which  cannot  be  located 
would  be  listed  sequentially.   A  copy  would  be  distributed  to  each  work  station 
and  the  appropriate  files  would  be  forwarded  to  the  File  Section  for  redistri- 
bution to  the  requesting  party. 

(c)  File   Organization 

The  contents  of  any  given  member  record  are  not  fastened  to  the 
jacket  and  are  not  sequenced  in  a  specific  order.   This  condition  can  result 
in  the  loss  of  significant  documents  and  complicate  and  lengthen  the  clerical 
time  required  to  review  a  member  record  file. 

We  recognize  that  a  program  geared  to  arrange  and  fasten  the  contents 
of  all  member  records  would  be  a  major  project.   Therefore,  we  recommend 
that  the  following  program  be  established: 

1.  Management  should  define  the  filing  sequence  and  contents  of 
documents  in  a  file  folder. 

2.  As  records  are  returned  to  the  file  section  after  processing, 
clerical  personnel  should  sort,  purge,  and  fasten  the  documents  to  the  file 
jacket. 

3.  New  member  records  should  be  set  up  in  the  same  manner. 

We  estimate  that  this  procedure  will  require  the  addition  of  two 
clerical  positions  to  the  section. 

(d)  Roster  File  Operation 

The  roster  file  (alphabetic  cross-index)  is  used  to  identify  member 
numbers  for  those  inquiries  that  are  received  without  proper  social  security 
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number  identification.   In  most  instances,  each  clerk  is  indexing  her  own 
documents  for  proper  identification. 

Workload  statistics  gathered  by  management  indicate  that  two  man 
years  are  consumed  in  this  activity.   We  recommend  that  initially,  two 
clerical  positions  be  established  to  process  all  unidentified  documents  against 
the  file.   Number  identification  would  be  completed  prior  to  routing  the  data 
to  the  file  section  or  to  the  appropriate  department  for  further  processing. 

Every  effort  should  also  be  made  to  require  teachers  and  counties 
to  use  social  security  number  when  contacting  the  retirement  system.   There 
are  several  methods  which  should  be  utilized  to  achieve  this  objective.   These 
are: 

1.  A  firm  policy  should  be  established  to  return  all  documents  receive 
from  counties  without  proper  number  identification. 

2.  A  special  inquiry  form  should  be  designed  and  made  available  at 
each  county  for  use  by  teachers  when  contacting  the  System.   Teachers  should 
use  the  form  to  expedite  the  processing  of  inquiries,  requests  for  refunds, 
quotations,  and  retirement  forms. 

3.  The  use  of  a  revised  and  current  annual  statement  form  will  tend 
to  reduce  the  number  of  inquiries  and  can  serve  as  a  source  of  communication 
between  members  and  the  Retirement  System. 

4.  Correspondence  to  teachers  should  include  a  mailing  piece  which 
indicates  the  necessity  for  using  their  social  security  number  when  contacting 
S.T.R.S. 

APPLICATION  AND  STATUS 
CHANGE  PROCEDURES 

The  recommendations  contained  in  this  section  should  be  implemented 

prior  to  the  conversion  to  computer  procedures.   In  addition,  these  proposals 

should  be  incorporated  into  the  design  of  the  mechanized  system  and  accomplished 

at  an  early  date  to  promote  an  orderly  transition. 

(a)   Forms  Redesign  * 

A  new  and  revised  membership  application  form  has  been  redesigned  by 
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S.T.R.S.   This  new  form  will  eliminate  clerical  effort  required  to  copy 
significant  data  into  the  keypunch  code  block  and  should  reduce  the  major 
sources  of  error  when  processed  at  the  counties. 

We  recommend  that  the  rate  request  form  (309)  also  be  redesigned. 
At  the  present  time,  the  only  way  to  determine  the  type  of  change  required 
is  to  compare  the  content  of  the  form  with  the  members'  record.   The  form 
should  provide  a  format  which  will  enable  the  county  to  indicate  the  type 
of  change.   By  incorporating  this  feature  with  a  "change  code"  structure, 
clerical  and  data  processing  effort  will  be  reduced.   The  selected  code 
structure  would  also  be  designed  for  use  by  the  future  electronic  data 
processing  system. 

(b)  Contribution  Rate  Requests 

Rate  requests  are  processed  in  the  same  manner  as  status  changes. 
The  present  procedure  results  in  unnecessary  workloads  for  data  processing 
and  results  in  a  substantial  number  of  duplicate  records  in  the  statistical 
master  file. 

We  recommend  that  rate  requests  bypass  the  status  change  procedure. 
The  membership  section  should  enter  the  appropriate  rate,  and  return  the  form 
to  the  initiating  county.   This  procedure  will  eliminate  the  need  to  process 
about  10,000  to  15,000  statistical  cards  annually  by  data  processing. 

(c)  Member  Status  Changes 

Status  changes  are  processed  by  data  processing  without  proper 
processing  data  identification.   This  practice  makes  it  impossible  to 
determine  the  most  current  status  of  the  account  and  results  in  confusion 
in  the  membership  section  when  investigating  annual  contribution  report 
discrepancies.   This  procedure  will  also  complicate  the  conversion  of  the 
active  member  statistical  file  to  electronic  data  processing  equipment. 
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Continuation  of  this  procedure  will  require  clerical  investigations  of  all 
duplicate  records. 

We  recommended  that  processing  date  be  incorporated  into  the  present 
punched  card  format.  We  understand  that  this  recommendation  has  been  accepted 
and  is  now  in  force. 
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(d)  Member  Status  Change  Reports 
After  processing  status  changes  submitted  by  the  counties,  S.T.R  S 

returns  copies  of  the  status  change  forms,  punched  cards,  and  listings  to  the 
appropriate  county.   Most  counties  visited  during  our  review  indicated  that 
the  listing  was  satisfactory  for  their  purposes,  and  that  the  punched  cards 
and  forms  were  of  no  value  to  their  systems. 

We  recommend  that  a  questionnaire  be  issued  to  all  counties  to 
determine  the  potential  for  eliminating  the  process  of  returning  forms  and  puncb 
cards.   Under  this  approach,  the  list  would  serve  as  the  control  over  new 
member  applications  and  gtatus  changes  submitted  by  counties. 

(e)  Input  Controls 

We  recommend  that  the  membership  section  establish  record  or 
document  count  and  "hash"  control  totals  of  member  numbers  prior  to  submitting 
new  member  applications  and  status  changes  to  data  processing. 

Batch  listings  would  be  returned  to  the  section  for  reconciliation 
with  the  input  control  data.   The  objective  of  this  procedure  is  to  provide 
assurance  that  the  data  transmitted  is  accurate,  and  that  all  documents  have 
been  processed. 
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ELECTRONIC  DATA 

PROCESSING  SYSTEMS 

The  computer  mechanization  program  presented  in  this  report  will 

have  significant  impact  on  simplifying  the  procedures  of  the  Membership  Divisior 
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The  major  benefits  of  this  program  are  presented  below. 

(a)  Active  Member  Statistical  Records 

The  limited  capacities  and  speeds  of  the  present  tabulating  equipment 
require  that  the  punched  card  statistical  records  for  members  be  maintained 
in  numerical  sequence  by  county.   This  sequence  results  in  processing  problems 
for  those  teachers  who  serve  in  more  than  one  county.   Consequently,  annual 
contributions  records  must  be  combined  each  year,  duplicate  statistical  records 
must  be  maintained  and  county  and  district  codes  are  significant  to  the  present 
record  keeping  system. 

Under  the  proposed  system,  a  single  statistical  record  would  be  main- 
tained for  each  member  and  the  files  would  be  kept  in  social  security  number 
sequence.   The  need  to  retain  county  location  codes  or  to  report  county  location 
changes  will  be  eliminated.   The  only  source  of  county  coding  under  the  proposed 
system  would  be  collected  via  the  monthly  report  input  data. 

Equally  significant  is  the  fact  that  data  processing  records  could  be 
used  as  a  source  of  information  through  an  inquiry  procedure.   This  approach 
will  ultimately  reduce  the  number  of  roster  and  member  file  reference  activities. 

(b)  Processing  New  Applications 

Several  functions  presently  performed  by  clerical  personnel  would  be 
mechanized  under  the  computer  procedure.   The  new  system  will  require  rapid 
processing  of  new  applications  in  order  to  establish  the  basic  data  processing 
record  for  accepting  postings  of  monthly  contributions. 

The  procedure  would  operate  in  the  following  manner: 

1.  Member  applications  would  be  briefly  edited  by  the  Membership 
Division.   Incomplete  forms  will  be  returned  to  the  appropriate  county, 

2.  The  applications  would  be  batched,  controls  established,  and  the 
documents  would  be  forwarded  to  keypunch  thnoughout  the  processing  day. 
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3.  Data  processing  would  connect  the  data  to  punched  cards,  and  balance 
each  batch  to  the  pre-established  control  totals.  M 

4.  The  proposed  computer  system  would  be  programmed  to  edit  all  input, 
assign  rates,  and  post  the  new  data  to  the  statistical  master  file. 

5.  Age,  birthdate,  social  security  number,  and  duplicate  record  dis- 
crepancies will  be  listed  for  investigation  by  the  Membership  Division. 

6.  Roster  tabs,  file  labels  and  listings  of  new  applications  will  be 
prepared  by  data  processing. 

(c)  Status  Changes,  Inquiries, 
and  Rate  Requests 

The  procedure  for  handling  these  transactions  would  be  integrated  with 
the  processing  of  new  applications.   A  single  pass  of  all  transactions  would  be  | 
made  simultaneously  each  day  against  the  membership  statistical  tape  file  record. 

Listings  of  status  changes  and  rate  requests  would  be  prepared  and  for- 
warded to  the  appropriate  county.   Inquiries  for  statistical  or  contributions 
data  would  be  printed  and  forwarded  to  the  requesting  department  within  a 
twenty-four  hour  period. 

(d)  Age  Discrepancies 

Age  variances  can  automatically  be  verified  as  input  data  is  processed 
by  the  computer.   This  procedure  will  contribute  to  a  reduction  in  the  number 
of  files  for  processing  at  clerical  work  stations. 

(e)  Investigation  of  Discrepancies 

Annual  reporting  results  in  a  massive  volume  of  unidentified  member 
and  rate  discrepancies  to  be  investigated.   Initially,  the  volume  of  items  to 
be  investigated  on  the  proposed  monthly  reporting  system  will  be  equally  as 
heavy.   However,  as  these  items  are  investigated  and  resolved,  the  frequency 
of  error  should  diminish. 

The  format  of  the  reports  for  investigation  should  be  significantly 
improved  under  the  computer  system.   In  addition,  the  mechanized  procedure  for 
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determining  these  discrepancies  will  be  greatly  simplified.   Investigation  listings 
should  contain  a  computer  generated  statement  which  will  identify  the  type  of 
error.   Thi^  report  would  be  prepared  by  making  a  single  comparison  to  the  master 
records  as  opposed  to  the  multiple  comparisons  required  under  the  present  system. 

(f)  Impact  of  Current 
Annual  Statements 

The  present  annual  statement  is  distributed  to  teachers  in  about  18 

months  after  the  close  of  the  school  year.   Under  the  proposed  monthly  reporting 

procedure,  the  delay  should  be  reduced  to  90  days.   Initially,  the  number  of 

inquiries  from  teachers  should  tend  to  increase,  however,  the  experience  of 

other  state  retirement  systems  indicates  that  a  current  and  complete  annual 

statement  results  in  a  reduction  of  member  inquiries. 

(g)  Refunds  and  Redeposit  Status 

Refund  dates  would  be  stored  in  the  statistical  record  to  provide 
control  over  the  one-year  limitation  on  issuing  refunds  and  two-year  limitation 
over  options  to  redeposit  funds  after  re-entering  the  Retirement  System. 

(h)   Non-Member  Records 

Non-member  records  would  be  maintained  to  provide  automated  control 
over  substitute  and  part-time  teachers.   Reports  would  be  prepared  and  forwarded 
to  counties  as  these  teachers  become  qualified  for  membership. 

SUMMARY  OF  BENEFITS 

The  proposed  computer  system  is  designed  to  provide  the  following 
benefits : 

1.  Reduces  the  number  of  roster  and  member  file  examination  for 
approximately  50,000  status  changes  and  rate  requests  per  year. 

2.  Reduces  the  clerical  editing  requirement  for  new  applications, 
status  changes  and  rate  requests. 
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3.  Eliminates  the  posting  of  refund,  re-entry  and  redeposit  data 
to  the  roster  file. 

4.  Eliminates  the  manual  system  for  initiating  redeposit  options. 

5.  Eliminates  the  manual  assignment  of  contribution  rate  under 
either  the  present  or  proposed  rate  structure. 

6.  Simplifies  the  processing  and  investigation  procedures  relating 
to  contribution  reports. 

7.  Consolidates  the  total  responsibility  for  maintaining  all  records 
related  to  members  into  a  single  division. 
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We  are  recommending  the  addition  of  four  clerical  positions  to  the 

I 

Membership  Division.   We  expect  that  a  reduction  of  two  positions  could  be 
achieved  within  eighteen  months  when  the  roster  file  system  has  been  established. 


I 
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XI  -  BENEFITS  AND  VERIFICATION  OPERATIONS 

The  major  problems  facing  the  Benefits  Division  cannot  be  resolved 
nor  can  service  to  retiring  members  be  improved  substantially  until  the  Re- 
tirement System  has  complete  and  verified  records  of  service  for  its  members. 
Service  prior  to  1956  is  not  recorded  in  a  manner  required  by  the  System  to 
effectively  process  a  retirement.   We  estimate  that  there  are  approximately 
100,000  member  records  in  this  category. 

While  we  are  recommending  that  a  combined  Verifications  Section  be 
established  within  the  Membership  Division,  this  chapter  presents  our  recom- 
mendations for  both  the  benefits  and  verifications  functions  due  to  the  in- 
terrelationships of  these  activities.   Our  proposed  organization  for  the  Bene- 
fits Division  is  presented  on  the  facing  page. 

RETIREMENT  CLERICAL 
PROCEDURES 

Approximately  one-half  the  effort,  cost,  and  elapsed  time  for  pro- 
cessing a  retirement  is  consumed  by  the  Verifications  Unit.   This  unit  re- 
ceives letters  requesting  retirement  forms,  processes  retirement  documents 
completed  by  members,  and  verifies  member  service. 

Our  recommendations  which  can  be  adopted  immediately  are  outlined 
below: 

1 .  The  forms  368A  (record  of  teaching  service)  sent  to  teachers 
with  service  prior  to  1944  should  be  filed  in  the  member  file  record. 

2.  As  letters  requesting  retirement  forms  are  received  from 
teachers,  the  verification  activity  should  begin  immediately.   The  present 
practice  is  to  start  processing  upon  receiving  the  retirement  application 
from  teachers.   This  procedure  would  reduce  by  30  to  60  days  the  elapsed 
time  for  processing  verification  papers. 

3.  The  form  F69  (record  of  teachers  service)  should  not  be  re- 
quired for  completion  by  a  teacher  if  the  System  has  a  form  368A  on  file. 
This  procedure  will  eliminate  the  requirement  for  completing  the  entire 
service  history  form  for  about  20,000  teachers. 
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3.   Once  service  has  been  verified  by  the  Verifications  Section,  this 
record  of  service  should  be  accepted  for  computing  retirements.   The  procedure 
of  re-computing  and  reviewing  the  service  computation  would  be  eliminated  and 
these  files  would  be  routed  directly  to  the  computations  unit. 


RETIREMENT  BENEFIT  CALCULATIONS 
AND  QUOTATIONS 

Six  separate  worksheets  are  used  for  calculating  retirement  benefits 
and  for  making  quotations.   In  addition  to  benefit  calculations,  these  work- 
sheets are  used  for  determining  subventions  to  the  local  retirement  systems. 

The  worksheets,  although  revised  as  recently  as  February,  1966,  con- 
tain errors  in  some  of  the  steps  and  omit  other  steps.  Some  specific  examples 
of  errors  and  ommissions  are: 

1.  The  worksheet  used  for  calculating  the  disability  minimum  guaran- 
teed benefit  (form  F  196.2  -  Rev.  2-66)  should  use  the  larger  of  90%  of  the 
service  retirement  benefit  or  the  actuarial  equivalent  of  such  benefit.   In 
actual  practice,  the  factor  .90  exceeds  the  actuarial  equivalent  factor  for 
all  ages  up  to  and  including  58%  for  both  males  and  females  (see  Section  14359 
of  the  Education  Code) . 

2.  Items  (q)  and  (r)  in  the  worksheet  used  for  Disability  Under  Age 
60  (Non-local)  should  be  calculated  only  if  credited  service  at  disability 
retirement  is  at  least  10  years  and  the  disability  allowance,  as  otherwise 
calculated,  is  less  than  257o  of  the  member's  compensation  for  the  three  con- 
secutive years  when  such  compensation  was  highest;  that  is.  Section  14370  of 
the  Law  is  not  being  administered  as  written. 

3.  Worksheet  F  19.6  (Rev.  2-66)  relating  to  disability  retirement 
prior  to  age  60  for  a  member  eligible  for  a  benefit  from  the  Los  Angeles  system 
has  two  errors  in  connection  with  the  calculation  of  the  "Guaranteed  Minimum 
Allowance": 

-  "additional  years  to  age  60"  should  be  calculated  only  if 

the  member  is  in  non-local  service  at  the  date  of  disablement. 

-  the  "Guaranteed  Minimum  Allowance"  should  be  based  on  the 
larger  of  the  actuarial  equivalent  factor  or  90?o. 

4.  A  person  who  qualifies  for  the  minimum  benefit  of  $80  per  year, 
per  year  of  service,  cannot  receive  an  allowance  which  exceeds  "75%  of  the  final 
compensation  of  the  retired  member"  as  stated  in  Section  14356  of  the  Law.   No 
provision  is  made  in  the  worksheets  to  test  this  limitation. 

The  System  is  currently  in  the  process  of  correcting  these  errors,  and 

consolidating  them  into  one  generalized  worksheet.   In  addition,  programs  are 


J 
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currently  being  developed  so  that  retirement  benefit  calculations  can  be  rou- 
tinely determined  by  using  outside  data  processing  equipment.   The  impact  upon 
the  System  from  mechanization  of  the  retirement  calculations,  will  not  be 
significant  until  the  System's  records  are  brought  up  to  date  -  in  particular, 
until  service  credits  are  adequately  recorded  and  verified. 

In  the  interim,  we  feel  that  benefit  quotations  should  be  made  a 
routine  data  processing  function  in  the  same  way  as  retirement. 

ESTIMATED  RETIREMENT  ROLL 

The  "built  in"  delay  resulting  from  the  service  verification  activity 
requires  the  computation  of  an  estimated  allowance.   The  objective  of  this  pro- 
cedure is  to  expedite  the  initiation  of  retirement  payments  to  teachers  on  a 
schedule  of  forty-five  days  after  the  retirement  effective  date. 

As  indicated  in  Chapter  VII  (Organization)  we  recommend  that  the  re- 
sponsibility for  processing  these  payments  be  transferred  to  the  Retired  Pay- 
ments Section.   In  addition,  the  procedure  should  be  revised  in  order  to  inte- 
grate both  the  estimated  and  retired  rolls  into  a  single  system. 

SERVICE  VERIFICATION 


A  special  Verifications  Section  was  established  under  a  special  appro- 
priation in  1965.   The  original  objective  of  this  section  was  to  select,  verify 
and  record  accumulated  service  for  members  with  service  prior  to  1956.   The 
initial  effort  was  directed  toward  updating  member  records  with  service  prior 
to  1944.   It  was  expected  that  this  project  would  reduce  workloads  in  the  Bene- 
fits Division  and  improve  service  to  retiring  members. 

The  first  twelve  months  of  operation  have  been  disappointing  in  terms 
of  total  production  compared  to  the  total  size  of  this  project  (100,000  member 
records).   A  clerical  staff  ranging  from  seven  to  ten  personnel  reviewed  approx- 
imately 5000  files,  however,  only  2500  records  were  processed  through  the  entire 
verification  procedure. 
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We  also  found  that  the  Verifications  Section  is  engaged  in  processing 
records  outside  the  original  scope  of  this  project.   Of  the  2500  records  pro- 
cessed, only  30  percent  of  the  total  contained  pre-1956  service.   The  remaining 
70  percent  of  the  files  processed  were  for  members  who  had  entered  the  System 
since  1956. 

At  the  current  rate  and  mix  of  production,  this  project  could  take 
up  to  20  years.   We  believe,  however,  that  this  program  must  be  expedited  under 
a  revised  organization  and  new  procedures.   In  our  opinion,  the  Retirement 
System  cannot  sustain  the  increasing  volumes  of  retirements  anticipated  in  the 
future  by  operating  under  current  practice  or  procedures. 

The  factors  which  complicate  the  project  are  outlined  below: 

1.  Many  teachers  do  not  have  complete  year -by-year  records  of 
their  service.  It  is  this  data  which  serves  as  the  basis  for  initiating 
the  verification  procedure. 

2.  Records  at  the  county  level  were  not  uniformly  maintained  to 
meet  the  requirements  of  the  System  as  specified  by  pre-1956  law.   In  addition, 
many  of  the  older  records  are  difficult  to  locate,  and  in  some  instances,  the 
records  have  been  destroyed. 

3.  Records  of  members'  service  at  S.  T.  R.  S.  have  not  been  main- 
tained in  a  manner  to  permit  a  simple  determination  of  service. 

4.  Under  the  present  method  of  verifying  service,  increased  pro- 
duction by  enlarging  the  Verification  Section  staff  could  not  be  absorbed  by 
staffs  located  at  the  various  counties. 


(a)   Combined  Verifications 
Function 


I 
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We  recommend  that  the  separate  Verifications  Section  (in  Benefits  and 
Membership)  be  combined  into  a  single  unit  and  operate  within  the  Membership 
Division.   The  section  would  be  divided  into  the  following  units: 

1.  Control  Unit  -  to  review  files  to  determine  the  data  required 
to  establish  service,  and  to  initiate  the  inquiries  necessary  for  acquiring 
this  data. 

2.  Retiring  Verifications  Unit  -  to  evaluate  service  records  and 
confirmations,  and  to  determine  the  years  of  service  for  retiring  members. 
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This  unit  would  also  process  the  verifications  for  members  whose  records  are 
found  to  be  in  error  during  the  normal  course  of  record  processing. 

3.   Active  Verifications  Unit  -  to  perform  the  above  functions  for 
active  members  with  unrecorded  service  prior  to  1956  .   This  should  be  the  exclusive 
function  of  this  unit.   Their  efforts  must  not  be  utilized  for  other  projects 
or  file  processing  as  was  the  case  during  the  first  year  of  operation. 

(b)  Selection  of  Records  for 
Verification 

The  method  for  selecting  the  proper  records  for  service  verification 
and  recording  must  be  revised.   The  objective  must  be  to  select  the  records  of 
members  most  likely  to  retire.   In  our  opinion,  the  most  practical  method  would  be 
a  selection  based  on  age  groups.   The  age  group  initially  selected  as  a  starting 
point  should  be  the  group  within  one  to  two  years  of  the  average  retirement  age. 
Programs  through  the  block  of  100,000  records  would  be  achieved  in  descending 
order  by  age  group. 

The  data  required  to  determine  the  beginning  age  group  would  be  most 
accurately  determined  as  a  by-product  of  the  special  actuarial  analysis. 

i 

(c)  Methods  of  Determining 

Service 


The  verification  process  will  continue  to  begin  by  matching  a  statement 
of  teaching  service  prepared  by  the  teacher  with  those  records  of  service  main- 
tained by  the  Retirement  System.   Where  major  discrepancies  occur,  or  in  cases 
of  substitute  service,  service  prior  to  1935,  and  military  service,  the  counties 
must  continue  to  be  contacted, 

A  revised  procedure  for  obtaining  service  data  from  counties  must  be 
made.   The  present  method  of  verification  was  designed  consistent  with  pre-1956 
law.   As  stated  earlier  in  this  report,  the  records  of  many  counties  do  not  con- 
tain the  data  required  to  conform  with  this  law.   Our  visits  to  selected  coun- 
ties indicate  that  service  and  payroll  records  vary  by  county  and  within  a  given 
county.   Consequently,  a  single  method  of  service  verification  cannot  be  firmly 
established. 
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We  have  proposed  a  revision  to  the  law  in  Chapter  V  which  enables 
the  Board  to  authorize  new  methods  for  determining  service  in  those  instances 
where  county  records  do  not  conform  to  pre-1956  law  or  where  county  records  are 
no  longer  available.   Judgements  have  been  made  in  the  past.   However,  we  be- 
lieve that  any  accelerated  approach  to  recording  service  must  be  supported  by  a 
law  which  provides  greater  latitude  in  developing  alternate  methods  for  verifi- 
cation . 

As  a  first  step,  we  recommend  that  the  Retirement  System  determine 
specifically  the  format,  content,  and  filing  sequence  of  records  at  each  county 
or  reporting  agency.   Based  on  an  analysis  of  this  data,  management  would  select 
the  most  appropriate  formula  for  determining  service  for  specific  counties. 
Where  records  at  counties  are  no  longer  available  or  where  the  records  of  the 
Retirement  System  are  as  complete  as  those  at  the  county,  contacts  with  these 
counties  would  be  discontinued. 

The  methods  which  should  be  adopted  by  the  Retirement  System,  depending 
on  the  specific  county  records  are: 
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1.   Computing  service  on  the  basis  of  days  worked  would  continue  to 
be  acceptable  for  those  counties  whose  records  were  maintained  in  accordance 
with  pre-1955  law.   We  recommend  that  the  present  practice  of  requiring  counties 
to  report  specific  days  worked  be  discontinued.   All  counties  should  be  permitted 
to  conform  to  the  reporting  procedure  for  Los  Angeles  which  simply  requires  a 
record  of  total  days  worked  in  the  period  for  the  year  in  question. 

2..      Computing  service  should  be  permitted  on  an  earned  to  earnable 
basis.   Many  of  the  county  records  contain  pay  rates  which  permit  a  computation 
of  earnable  salary.   Where  earnable  salary  data  is  not  available,  comparable  or 
average  salaries  (salary  trend  factor)  for  teachers  in  similar  positions  should 
be  acceptable.   It  should  be  emphasized  that  under  this  latter  approach,  the 
number  of  contacts  with  counties  could  be  substantially  reduced  by  accepting 
salary  data  available  in  the  records  of  the  Retirement  System  since  1935. 


i 


3.  Computing  service  on  the  basis  of  records  available  at  the  Retire- 
ment System  would  be  required  when  county  records  are  unavailable. 

4.  Computing  service  on  the  basis  of  a  notarized  statement  from  the 
teacher  would  be  acceptable  as  a  last  resort.   In  our  opinion,  the  Board  should 
be  required  to  approve  the  acceptability  of  service  claimed  in  this  manner 
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(d)  Recommended  Verification 
Procedures 

Based  on  a  revised  program  for  verifications,  this  section  outlines 
the  major  procedures  to  be  followed. 

1.  Once  the  age  group  or  groups  have  been  selected  for  verification, 
data  processing  would  prepare  two  listings.   The  first  list  would  be  in  Social 
Security  (member)  number  order  and  the  second  would  be  in  county  code  sequence. 
The  form  for  this  latter  listing  would  be  designed  as  a  control  sheet  to  record 
the  status  of  each  verification  activity. 

2.  Files  would  be  pulled  numerically  from  the  county  listings.   If 
a  record  of  teacher  service  is  required,  the  forms  368A  (statement  of  teacher 
service)  would  be  forwarded  in  batches  to  the  appropriate  counties  for  com- 
pletion by  teachers. 

3.  In  those  cases  where  a  statement  of  teacher  service  is  in  the  file, 
the  form  should  be  examined  briefly  for  claims  of  out-of-state  service,  military 
service,  and  for  teaching  service  prior  to  1935.   The  proper  forms  should  be 
immediately  dispatched  to  the  appropriate  agencies  for  verification.   The  county 
sequence  control  list  would  be  date  posted  for  each  activity. 

4.  The  file  would  then  be  reviewed  for  substitute  service,  and  based 
on  the  particular  county  being  worked,  the  appropriate  sections  of  the  data 
request  form  would  be  checked  and  mailed  in  bulk  to  the  appropriate  counties. 
As  indicated  previously,  there  will  be  some  instances  where  counties  should  not 
be  contacted  due  to  the  lack  of  records.   The  methods  used  to  record  service  in 
these  instances  will  be  determined  by  management. 

5.  After  the  correspondence  has  been  released,  all  files  would  be 
returned  to  the  central  filing  system.   As  correspondence  returns,  it  will  be 
retained  by  the  section  until  all  correspondence  required  to  determine  service 
has  been  received.   The  files  will  then  be  requested  as  indicated  by  the  control 
sheet,  and  verification  processing  will  begin. 

6.  Once  service  is  recorded,  the  verification  process  would  continue 
through  the  present  audit  routine.   This  audit,  however,  would  take  place  in 
the  Membership  Division. 

(e)  Supervision  and 
Training 

In  our  opinion,  the  verification  project  is  one  of  the  most  vital 
programs  of  the  Retirement  System.   This  activity  has  not  received  the  neces- 
sary attention  from  management.   It  will  be  necessary  to  staff  this  operation 
with  a  male  supervisor. 

There  is  a  definite  lack  of  trained  personnel  to  handle  the  problems 
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of  substitute  and  military  service  verification.   It  has  been  necessary  to 
route  complicated  work  through  a  small  group  of  trained  people.   This  condition 
will  not  permit  accelerated  production.   Every  effort  must  be  made  to  provide 
training,  written  instructions  and  procedures,  and  management  decisions  if  this 
program  is  to  become  successful. 

The  progress  of  this  project  in  terms  of  objectives  compared  to  actual 
production  must  be  reported  to  management  each  month  and  to  the  Board  at  each 
of  their  meetings. 

(f)   Staffing  and  Cost 

The  staff  for  verifying  pre-1956  service  should  be  a  minimum  of 
twelve  clerical  personnel.   The  total  program  will  cost  about  $85,000  each 
year  until  the  job  is  completed,  which  we  estimate  to  be  in  approximately  five 
to  eight  years.   At  that  time,  however,  the  verification  staff  for  both  the 
special  project  and  for  processing  retirements  should  be  substantially  reduced. 

VERIFICATION  OF 

POST-1956  SERVICE  ■ 

Based  on  the  heavy  volume  of  verifications  of  service  since  1956,  theri 

is  evidence  that  many  of  these  records  may  be  in  error.   Most  of  these  errors 

arise  in  the  following  manner; 

1.  Age  discrepancies. 

2.  Rate  errors. 

3.  Effective  date  errors. 

4.  Unrecorded  service  for  substitute  teachers. 

As  indicated  in  Chapter  IX,  Data  Processing  Division,  the  active,  mem- 
bership statistical  file  should  be  edited  by  the  computer  in  order  to  determine  I 
extent  of  these  error  conditions.   While  it  is  not  possible  at  this  time  to  dete] 
mine  the  volume  of  errors  in  the  file  or  that  will  arise  from  a  file  review  at 
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this  time,  additional  staffing  may  be  required  for  a  period  of  time  to  get 
these  conditions  corrected. 

SUMMARY  OF  BENEFITS 

The  major  benefits  of  our  proposed  program  for  the  Benefits  Division 
and  for  verification  of  member  service  are: 

1.  Improves  the  present  service  to  retiring  members  by  starting 
service  verification  at  the  time  of  receiving  the  letter  from  members  requesting 
retirement  forms  rather  than  waiting  for  completion  of  these  forms. 

2.  Eliminates  the  procedure  for  requiring  a  statement  of  teachers 
service  for  those  members  who  have  previously  issued  a  statement  to  the  System. 

3.  Eliminates  the  process  of  recalculating  service  for  those  member 
records  that  have  been  processed  through  the  verifications  procedure. 

4.  Improves  control  over  the  estimated  retirement  roll  and  establishes 
a  single  system  for  both  the  estimated  and  regular  retirement  roll. 

5.  Establishes  a  capability  and  revised  approach  to  the  service  veri- 
fication procedure  in  order  to  expedite  this  vital  project. 
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XII  -  ACCOUNTING  DIVISION 

The  realignment  of  areas  of  responsibility,  as  set  forth  in  Chapter 
VII,  Organization  of  S.  T.  R.  S.,  defines  the  responsibilities  of  the  Accounting 
Division.   In  summary,  the  five  major  functions  of  this  department  should  be: 

1.  Control,  assuring  that  all  processes  involving  dollar  and 
service  credit  amounts  are  accurately  and  routinely  carried  out. 

2.  Reports,  gathering  and  presenting  all  financial,  budgetary,  and 
operations  data. 

3.  Benefit  Payments,  roll  maintenance  for  all  types  of  benefits 
disbursements . 

4.  Member  Receivables,  limited  clerical  support  to  a  more  completely 
automated  billing  system. 

5.  Cash  Management  and  Investment  Accounting,  expanded  cash  fore- 
casting and  investment  accounting. 

This  division  would  not  be  responsible  for  recording  members  service 
and  contributions,  determining  arrears  amounts,  determining  redeposit  eligibility, 
members  statements  or  verification  entries.   It  is  clearly  a  matter  of  internal 
control  that  the  same  individuals  who  determine  the  amounts  due  or  creditable 
to  members  accounts  are  not  those  who  also  process  the  transaction.   Further- 
more, the  entire  responsibility  for  member  records,  for  benefit  determination, 
etc.,  must  rest  within  the  division  controlling  that  process.   Cash  Management 
and  Investment  Accounting  will  be  discussed  in  the  following  chapter  on  Invest- 
ments and  Investment  Administration. 

CONTROL  SECTION 

At  present,  the  control  activities  are  carried  out  in  several  areas, 
including  Auditing,  Internal  Accounting,  Tabulating,  Retired  Payments  and  Benefits. 
Transactions  involving  member  accounts  can  in  certain  instances,  reach  data  pro- 
cessing before  controls  are  established.   There  exist  no  formalized  methods  to 
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bring  together  in  one  area  all  accounting  related  transactions  in  an  organized 
manner.   Source  docun-ents  for  accounting  entries  are,  in  many  instances,  un- 
titled and  difficult  to  trace. 

(a)   Expanded  Activity 

The  timeliness  and  completeness  of  information  will  be  improved 
substantially  if  one  department  is  assigned  the  control  over  all  dollar  and 
service  related  transactions.   The  internal  controls  which  should  be  inherent 
in  any  accounting  system  will  also  be  improved  when  a  control  activity  is 
separate  from  the  department  originating  the  information. 

To  function  as  an  effective  control  unit,  this  section  should  in- 
clude the  following  responsibilities: 

1.  Receipt  of  all  mail  containing  contributions.   Establishment  of 
cashier  controls. 

2.  Controls  on  monthly  reports  and  all  adjustments.   Detail  coding 
and  error  correction  will  be  performed  by  the  Membership  Division. 

3.  Controls  on  benefit  and  refund  disbursements,  including  payment 
of  claims  and  all  rolls. 

4.  Controls  on  transfers  of  members  accounts. 

5.  Data  processing  batch  controls.   Receipt  and  batching  of  all 
entries  affecting  accounting  and  members  records. 

It  must  be  emphasised  that  the  Control  Section  will  not  be  con- 
cerned with  the  detail  content  of  each  transaction,  but  will  assure  that 
transactions  carried  out  by  other  sections  meet  the  controls  and  are  valid. 

(b)   Data  Processing  Controls 

A  control  section  now  is  functioning  in  the  tabulating  department. 
The  duties  of  this  department  include: 

1.  Pre-keypunch  control,  batching,  and  document  identification. 

2.  Balancing  of  transaction  listings. 
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3.  Work  scheduling  and  job  identification. 

4.  Document  storage  and  routing. 

Step  (2)  above  in  many  cases  is  performed  by  either  Retired  Payments, 
Internal  Accounting,  or  Auditing.   In  other  cases,  the  balancing  is  done 
within  the  Control  Section. 

The  revised  Control  Section  should  be  responsible  for  steps  (1), 
(2)  and  (4)  above  in  all  instances.   Totals  balanced  should  include  dollar 
amounts,  service  credits,  document  counts  and  cash  totals  of  account  or  member 
numbers.   Data  Processing  should  continue  to  perform  its  own  work  scheduling 
and  job  identification. 

(c)   Scheduling  and  Documentation 

A  most  important  advantage  to  be  gained  by  a  single  Control  Section 
is  the  ability  to  secure  compliance  to  a  schedule  of  information  flow.   The 
monthly  reporting  system  will  make  this  necessity  more  acute,  as  deadlines 
must  be  established  down  to  the  day  of  the  month.   Delays  cannot  be  tolerated 
as  delayed  input  will  compound  workload  problems. 

This  unit  must  be  prepared  to  enforce  deadlines  for  reporting 
counties  and  for  internal  sections.   To  assist  in  this  enforcement  the  law 
should  be  amended  to  allow  that  interest  be  charged  to  any  county  that  is 
over  30  days  behind  in  reporting  contributions.   As  the  remittance  will  accom- 
pany the  report,  the  System,  in  fairness  to  members  must  have  funds  on  time 
to  reinvest  the  money  quickly.   Enforcement  over  internal  sections'  meeting 
deadlines  will  be  helped  by  alerting  management  of  any  delays  as  they  occur. 

All  detailed  support  for  routine  transactions  will  be  systematically 
filed.  This  section  should  be  the  source  for  normal  recurring  monthly  journal 
entries  and  routine  transaction  statistics.  Listings,  controls  and  files  must 
be  logically  arranged,  completely  identified  and  quickly  accessible. 
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REPORTS  SECTION 

The  Reports  Section  is  an  expanded  activity  over  present  general 
accounting.   The  full  scope  of  reporting  should  include: 

1.  Financial  reporting 

2.  Actuarial  reporting  and  analysis 

3.  Budgetary  reporting 

4.  Performance  reporting 

Items  (1),  (2)  and  (3)  are  being  partially  provided  by  three  separate 
individuals  in  the  System.   Item  (4)  is  not  being  systematically  accomplished 
at  all.   Discussion  of  actuarial  reporting  and  analysis  will  be  in  Chapter  XIV, 
Actuarial  Operations. 

(a)   Financial  Reporting 

As  was  previously  observed  in  the  Funds  Structure  chapter  (IV),  the 

System's  financial  reporting  is  insufficient.   The  reports  necessary  to  provide 

a  meaningful  financial  report  of  the  System  should  show  in  addition  to  the 

present  comparative  summary  of  income  and  outflow: 

1.   A  balance  sheet  with  the  recommended  simplified  reserve  structure. 
In  addition,  actuarially  determined  present  values  of  accrued  liability  for  the 
State  should  be  included. 
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2.  An  analysis  of  the  change  in  the  reserve  balances  during  the  fiscal 
year  thus  ended. 

3.  The  results  of  an  actuarial  gain  and  loss  analysis  showing  the 
components  of  the  resulting  gain  or  loss. 

4.  Interest  experience  reported  on  the  basis  of  investments  and  cash 
rather  than  of  member  reserves. 

5.  A  projection  of  State  costs  for  a  minimum  of  20  years  into  the 
future . 

In  response  to  previous  criticism  of  the  annual  report  by  the  Auditor 

General,  the  Board  has  stated  that  the  added  expense  of  a  large  annual  report  m  ' 

printed  form  is  an  unnecessary  added  expense.   We  agree  that  the  annual  report 
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should  not  be  an  expensively  prepared  document.   However,  we  recommend  it  be 
expanded  to  include  the  complete  financial  position  of  the  System,  which  is 
not  now  available. 

The  essential  elements  of  a  well  operated  accounting  activity  must 
include  the  following  improvements  and  additions: 

1.  Simplified  Chart  of  Accounts  -  The  recommended  elimination  of 
the  several  funds  and  the  elimination  of  transfer  accounts  would  reduce  the 
required  accounts  to  a  fraction  of  the  present  number. 

2.  Integration  with  Data  Processing  -  Account  codes  and  transaction 
codes  should  be  designed  to  allow  the  data  processing  routines  to  generate 
journal  entries  and  maintain  a  maximum  number  of  general  ledger  accounts  by 
machine. 

3.  Standardized  Journal  Entries  -  The  existing  accounting  procedures 
do  not  include  a  formal  set  of  journal  entries,  although  the  development  of  a 
set  of  entries  is  partially  complete. 

4.  Timeliness  in  Closing  -  Presently,  books  are  not  closed  for  four 
months  after  the  end  of  the  fiscal  year  and  are  never  up  to  date  because  of  the 
20  month  delay  in  posting  member  records.   Monthly  reporting  and  the  establish- 
ment of  a  control  section  should  assist  in  providing  faster,  more  accessible 
information. 

5.  Adequate  Supporting  Documentation  -  Traceable,  well  labeled 
supporting  listings  and  source  documents  are  features  which  must  be  greatly 
improved.   The  control  section  will  be  responsible  for  much  of  the  recurring 
information  to  support  accounting  entries. 

6.  Incorporation  of  Actuarial  Analysis  -  Annual  actuarial  studies 
would  become  an  integral  part  of  the  accounting  and  financial  reporting  process. 
The  results  of  this  annual  valuation  would  be  the  basis  for  determining  year 
end  reserves  and  contributions  of  the  State. 

(b)    Budgetary  Reporting 

The  Department  of  Finance  has  introduced  the  Program  and  Budgeting 
System  (PABS) ,  intended  to  provide  more  meaningful  reporting  by  State  agencies. 
The  1966  Annual  Report  of  the  Teachers'  Retirement  Board  was  submitted  to  the 
Governor  in  this  format. 

The  PABS  program  could  have  had  beneficial  impact  on  the  administration 
of  the  System.   Statistics  have,  for  the  first  time,  been  gathered  routinely 
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and  statistical  forecasts  have  been  initiated.   Programs  have  been  analyzed 
acnd  set  forth  with  objectives  to  be  met. 

In  the  System,  however,  the  use  of  a  program  budgeting  system  has 
not  been  effective  for  the  following  reasons: 

1.  Statistics  have  not  been  readily  available.   Both  processing 
volumes  and  data  from  members'  records  have  not  been  systematically  or 
frequently  updated. 

2.  The  organization  structure  has  not  assigned  responsibilities  for 
the  major  program  elements. 

3.  The  budgeting  and  accounting  activities  have  been  separated. 

4.  The  determination  of  what  constitutes  valid  measures  of  perform- 
ance is  not  entirely  clear,  with  respect  to  this  System. 

The  establishment  of  a  Control  Section  and  a  Reporting  Section  would 
improve  the  ability  to  gather  data  and  report  in  the  manner  required  as  an 
integral  part  of  the  accounting  process. 

In  support  of  this  program,  we  also  recommend  the  administrative 
("General  Fund")  account  structure  be  redesigned  so  that  both  functional  and 
program  cost  information  can  be  readily  obtained.   The  person  responsible  for 
the  performance  reporting  section  should  become  thoroughly  familiar  with  both 
financial  and  budgetary  reporting  requirements. 

(c)   Performance  Reporting 

Successful  administration  of  the  System  requires  that  agency  manage- 
ment define  and  measure  the  operating  areas  of  concern  to  them.   This  concept 
should  be  given  greater  depth  through  a  plan  of  setting  measurable  objectives 
and  reporting  the  actual  performance  to  these  objectives. 

Two  compelling  reasons  arise  that  increase  the  need  for  a  program  of 

regular  performance  reporting: 

1.   Monthly  Processing  -  The  short  cycle  time  of  monthly  reporting 
will  require  closely  held  deadlines  and  the  ability  to  keep  current. 
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2.   Program  of  Change  -  Implementing  far  reaching  systems  and  data 
processing  changes  require  on-schedule  performance. 

On  a  continuing  basis,  management  must  be  more  aware  of  administrative 
problems  as  they  arise  and  know  what  action  should  be  taken. 

From  historical  processing  volumes  and  member  statistical  card  data, 
month  by  month  projections  of  anticipated  processing  volumes  would  be  developed 
annually.   These  volumes  would  assist  in  determining  staffing  required  in  the 
various  sections.   However,  clerical  staff  should  be  cross  trained  and  shifted 
as  demands  of  various  sections  vary  from  month  to  month,  or  more  frequently. 

As  a  means  of  providing  management  with  the  necessary  performance  in- 
formation and  enabling  them  to  take  timely  corrective  action,  a  monthly  perfor- 
mance report  should  be  prepared.   The  report  should  have  format  and  content  as 
shown  on  the  facing  page.   The  objective  of  this  report  is  to  highlight  per- 
formance exceptions,  e.g.,  deviations  of  expected  volumes  and  effort,  substan- 
tial changes  in  backlogs,  and  missed  scheduled  deadlines. 

The  Control  Section  should  be  responsible  for  accumulating  volume 
and  schedule  performance  information.   From  the  various  sections,  the  Reporting 
Section  will  obtain  additional  volumes,  work  hours,  and  backlog  information, 

(d)    Reporting  System 

To  summarize,  the  elements  of  the  existing  reporting  system  must  be 
drawn  together,  strengthened  and  formalized.   All  reports  have  a  direct  inter- 
relation to  each  other,  as  shown  in  the  chart  in  Exhibit  L.   Therefore,  the 
entire  reporting  system  should  be  the  responsibility  of  one  section. 

MEMBER  RECEIVABLES 

As  a  service  to  members  who  are  redepositing  or  who  are  paying  in  amounts 
to  bring  their  account  up  to  date,  the  System  maintains  an  installment  payment 
plan.   Payments  are  posted  to  members'  records  only  when  completely  paid  up,  and 
in  the  interim,  are  recorded  "in  suspense."   The  procedures  for  member  billing 


XlI-8 


are  a  combination  of  clerical  and  machine  procedures  and  are  highly  complex. 

(a)  Present  System 

Receivables  and  unapplied  payments  in  suspense  total  $2.2  million 
and  involve  1500  members.   The  direct  costs  to  service  these  accounts  is  over 
$6  per  account  per  year.   Many  accounts  run  as  long  as  five  years  and  the  cost 
for  these  accounts  are  much  higher.   The  tabulating  equipment  keeps  a  record  of 
payments,  prepares  monthly  statement  cards  and  computes  interest.   Internal 
accounting  duplicates  much  of  the  effort  of  tabulating  by  interfiling  payment 
cards  and  hand  typing  data  for  each  cash  receipt.   All  closing  entries  are  made 
by  hand,  requiring  that  the  file  be  pulled,  all  payments  be  verified,  and  a  com- 
plicated posting  made  to  "clear  suspense."  Controls  are  poor  over  the  suspense 
clearing  entries. 

(b)  Redesign  of  Receivables  System 

The  present  system  could  not  be  fully  converted  to  an  electronic 
data  processing  system  in  its  present  form.   Tabulating  procedures  are  overly 
complicated,  and  clerical  intervention  is  too  extensive.   The  receivables 
system  ,  therefore,  should  be  redesigned  using  existing  tabulating  equipment 
without  waiting  for  the  availability  of  electronic  data  processing.   The  rede- 
signed system  would  then  be  compatible  with  the  electronic  data  processing 
equipment  for  easy  conversion.   The  proposed  receivables  system  would  limit  the 
clerical  workload,  freeing  up  staff  for  other  duties. 

Such  a  receivables  system  should  include: 

1,  Balance  Forward  Records  Only.   The  record  will  contain  only  the 
balance  brought  forward  and  the  activity  during  the  current  month.   This  method 
will  eliminate  the  extensive  clerical  filing  operations  and  reduce  machine 
usage.   This  is  a  recognized  method  and  does  not  lose  the  historical  record 
but  puts  it  in  a  different  format. 

2.  Machine  Prepared  Posting  Entry.   The  hand  prepared  distribution 
into  the  many  fund  subaccounts  can  be  eliminated  by  the  previously  recommended 
revised  fund  structure.   This  procedure  can  be  so  simplified  that  a  punched 
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card  can  be  generated  that  will  serve  as  the  posting  to  the  member's  account. 

3.   Simplified  Cashiering  and  Clearing  of  Collections.   Cash  remit- 
tance cards  would  go  directly  to  Tabulating  to  produce  a  daily  cash  list.   This 
list  would  be  balanced  to  the  deposit  tape  and  used  as  detail  support  for  the 
Report  of  Collections.   Lump  sum  collections  would  also  be  processed  in  the 
same  manner. 

The  Control  sections  will  be  responsible  for  maintaining  input  and 

output  and  for  balancing  receivable  controls.   The  one  clerk  responsible  for 

billing  will  only  need  to  deposit  money,  handle  overpayments  and  carry  out  any 

necessary  correspondence. 

BENEFIT  PAYMENTS 

Various  forms  of  benefit  payments  involve  recurring  monthly  payments, 
which  are  disbursed  on  "rolls."   Several  sections  are  now  involved  in  preparing 
entries,  maintaining  and  controlling  these  rolls,  as  follows: 

1.  Retired  Payments  Section:   Retirement,  disability  and  payees 
under  options  (maintaining  and  controlling) . 

2.  Office  Services  Section:   Survivors'  Allowance  and  one-half  con- 
tinuance rolls  (preparing  and  maintaining) . 

3.  Benefits  Section:   Estimated  roll  (preparing,  maintaining  and 
controlling) . 

Internal  controls  and  consistency  of  duties  will  be  improved  if  all 
preparation  of  benefits  amounts  is  accomplished  in  the  Benefits  Section  and 
control  is  separated  from  the  maintenance  of  the  roll. 

We  recommend  a  section  called  the  Benefit  Payments  Section  be  estab- 
lished, whose  duties  should  be  expanded  from  the  existing  Retired  Payments 
Section  to  include  also  the  maintenance  of  the  estimated,  disability  and  sur- 
vivors rolls.   Maintenance  would  include  processing  all  new  entrants,  removal, 
or  correction  entries,  but  would  not  include  keeping  controls.   This  latter 
responsibility  would  be  shifted  to  the  Control  Section. 

(a)    Duplicate  Rolls 

Two  separate  data  processing  records  are  currently  maintained,  one 
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within  S.  T.  R.  S.  and  another  at  the  disbursement  office   of  the  State  Con- 
troller.  All  changes  to  the  roll  are  processed  against  both  files.   S.  T.  R.  So 
maintains  additional  data  in  the  payment  which  is  required  for  internal  accounting 
purposes.   This  double  processing  requires  duplication  of  machine  and  clerical 
time.   Deadlines  for  changes  to  the  roll  are  earlier  than  they  otherwise  would 
have  to  be  in  order  that  both  data  processing  files  are  updated  in  time.   All 
changes  subsequent  to  the  deadlines  must  be  hand  processed  for  the  current 
month's  payments. 

In  exploring  the  elimination  of  one  of  these  two  records  we  considered 
the  following  approaches: 

1.  Eliminate  the  System's  Roll  -  Code,  keypunch  and  balance  changes 
only  and  allow  the  Controller's  roll  to  act  as  the  master  roll.   Certain  needed 
items  of  data  would  have  to  be  programed  into  the  Controller's  system  (sub- 
ventions, annuities,  insurance  codes)  to  allow  the  System  to  make  the  necessary 
accounting  entries. 

2.  Eliminate  the  Controller's  Roll  -  The  State  Employees'  Retirement 
System  sends  to  the  Controller  a  tape  each  month  that  contains  the  entire  roll. 
This  simplifies  the  Controller's  work.   The  System  could  do  likewise,  and  save 
the  Controller's  office  additional  work.   About  two  hours  of  outside  computer 
time  per  month  would  be  required  to  convert  the  System's  card  files  to  tape  until 
the  S.  T.  R.  S.  equipment  is  capable  of  assuming  this  application. 

3.  Produce  Checks  on  the  System's  Own  Equipment  -  This  would  eliminate 
the  necessity  of  dealing  with  the  Controller's  office  except  for  an  audit  and  r-;- 
imbursement  of  funds  disbursed.   The  Controller's  office,  however,  has  systems 
and  equipment  to  quickly  produce  warrants  that  can  be  reconciled  by  machine. 

In  consideration  of  the  recommended  plan  for  electronic  data  processing, 
we  feel  the  alternative  (2)  above  is  the  most  practical  approach.   Such  a  change 
will  take  the  System  in  the  direction  it  will  be  moving  in  the  future,  not  in- 
volve extensive  systems  revisions  that  must  later  be  reversed. 

(b)  Affidavits 

The  affidavit  procedure  is  designed  to  verify  that  those  receiving 
payments  are  still  alive,  and  that  the  receiver  is  a  bonafide  person  entitled  to 
that  payment.   Under  present  procedures  the  roll  is  produced  once  per  year  in 
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advance.   All  changes  to  the  file  are  made  by  hand  as  no  provision  has  been 
made  to  use  the  tabulating  machines  to  recognize  new  entrants  to  the  roll. 
Retired  Payment  personnel  make  the  changes  although  Audits  is  responsible  for 
the  procedure.   This  destroys  the  independent  control  of  Audits  over  the  file. 

We  recommend  that  the  new  Control  Section  assume  full  control  over 
the  affidavit  function.   This  section  would  determine  monthly  which  group  of 
roll  members  will  be  circularized  and  request  Data  Processing  to  produce  that 
segment  of  the  roll.   Newly  retired  members  can  be  selected  out  from  the  affi- 
davits by  machine  methods,  by  using  date  and  change  codes,  but  these  cards 
should  also  be  test  checked  by  Control  to  see  that  the  coding  is  valid- 

SUMMARY 

Within  the  Accounting  Division  the  duties  and  responsibilities  would 

be  shifted  to  provide: 

1.   A  Control  Section  with  complete  responsibility  for  accounting  and 
data  processing  controls. 

2  .   A  Report  Section  with  added  duties  of  more  complete  financial 
and  operating  information. 

3.  Member  Receivables  must  undergo  a  redesign  using  the  present  tab- 
ulating equipment . 

4.  Benefit  Payments  will  be  an  expanded  function  over  the  present 
Retired  Payments.   Machine  procedures  for  rolls  and  affidavits  must  be  altered. 

These  recommendations  would  serve  to  strengthen  controls,  centralize 

the  preparation  of  accounting  information  and  simplify  certain  procedures. 
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XIII  -  ACTUARIAL  OPERATIONS 

In  this  chapter  we  review  the  duties  of  the  actuary  and  the  actuarial 
methods  and  assumptions  currently  used  by  the  System.  We  recommend  that  the 
responsibility  for  performing  the  various  actuarial  functions  be  reallocated, 
that  the  actuarial  information  produced  and  reported  by  the  System  be  ex- 
panded and  that  the  assumptions  used  in  estimating  liabilities  and  determining 
member  contribution  rates  be  subject  to  critical  annual  analysis. 

THE  POSITION  OF 
"ACTUARY" 

The  job  description  for  the  position  of  actuary  for  the  System,  as 
it  appears  in  the  specifications  of  the  California  State  Personnel  Board, 
calls  for  a  person  who  can,  "do  highly  skilled  retirement  system  actuarial 
work;  .  .  .  give  technical  direction  and  assistance  to  employees  doing  actu- 
arial and  claims  work;  and  ...  do  other  work  as  required." 

(a)   Duties  of  the  Actuary 

The  typical  tasks  and  the  educational  and  experience  qualifications 
for  the  position  of  actuary  are  contained  in  the  California  State  Personnel 
Board's  specifications  (code  #5413,  established  November  8,  1963). 

The  actuary,  as  a  technical  advisor  to  the  Retirement  Board,  supplies 
information  relating  to  the  technical  actuarial  aspects  of  the  System.   He  makeSj 
specific  recommendations  as  to  member  contribution  rates,  as  to  the  various 
factors  required  in  the  administration  of  the  System,  and  as  to  the  actuarial 
assumptions  (interest,  mortality,  salary  progress,  etc.)  to  be  used  in  calcu- 
lating such  rates  and  factors.   In  addition,  he  interprets  and  reports  on  the 
results  of  periodic  actuarial  valuations  and  performs  experience  studies. 
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The  actuarial  assumptions  and  the  methods  used  to  obtain  and  employ 
these  assumptions  are  reviewed  and  tested  for  their  appropriateness  by  an  inde- 
pendent firm  of  consulting  actuaries.   The  consulting  firm  has,  in  the  past,  per- 
formed the  voluminous  calculations  associated  with  the  valuation  of  the  System's 
liabilities.   In  addition,  this  firm  has  been  employed  to  determine  the  costs  of 
various  legislative  proposals  affecting  the  System  (for  example,  the  cost  of 
providing  credit  under  the  System  for  service  performed  in  other  states). 

In  addition  to  the  tasks  mentioned  above,  the  actuary  has  assumed 
the  function  of  reviewing  claims  for  disability  retirement  as  well  as  physically 
checking  the  calculation  of  disability  allowances.   The  reason  for  the  latter  is 
that  disability  calculations  are  complex  and  the  worksheets  available  are  in- 
correct in  several  respects  (see  Chapter  XI  for  specific  examples  of  errors 
in  the  calculation  worksheets). 

(b)  Present  Job  Description 

The  educational  requirements  for  the  position  of  actuary  are: 

"1,   Equivalent  to  graduation  from  college  with  specialization 
in  mathematics.   (Additional  qualifying  experience  may  be  substituted  for 
required  education  on  a  year-for-year  basis.)  or 

2.   Possession  of  a  fellowship  in  the  Society  of  Actuaries." 
The  interchangeability  of  (1)  and  (2)  above  is  difficult  to  justify. 
First,  it  is  very  rare  for  an  individual  without  a  college  degree  to  become  a 
Fellow  of  the  Society  of  Actuaries.   Second,  passing  the  examinations  for 
fellowship  in  the  Society  of  Actuaries  requires,  on  the  average,  approximately 
ten  years  as  reported  by  Professor  Carl  H.  Fischer  of  the  University  of  Michi- 
gan (see  page  83  of  Volume  XVI  of  the  Transactions  -  Society  of  Actuaries). 

(c)  Revised  Job  Description 

We  feel  that  the  System  needs  one  or  more  staff  members  who  are 
technically  proficient  and  conversant  with  actuarial  matters;  however,  we  do 
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not  believe  that  a  professionally  qualified  actuary  is  required  by  the  System. 
Also  it  would  be  difficult  to  attract  or  retain  a  fully  qualified  actuary  be- 
cause of  the  limited  scope  of  the  job  and  the  limited  salary  available.   In- 
stead, we  feel  that  the  position  of  "actuarial  coordinator"  should  be  estab- 
lished.  The  candidate  for  this  position  should  meet  the  same  educational  and 
experience  requirements  as  are  now  required  for  the  position  of  actuary. 
However,  the  specifications  for  the  job  would  make  it  clear  that  a  fully 
qualified  actuary  is  not  required. 

(d)   Revised  Functions 

The  functions  of  the  actuarial  coordinator  would  be  to: 

1.  Perform  complex  calculations. 

2.  Act  as  an  advisor  to  the  data  processing  department  in  relation 
to  the  actuarial  requirements  of  the  System. 

3.  Assist  in  developing  computer  applications  of  actuarial  work. 

4.  Advise  the  Teachers'  Retirement  Board  and  its  appointed  officers 
on  questions  of  a  technical  nature. 

5.  Perform,  under  the  direction  of  an  independent  actuarial  con- 
sulting firm,  actuarial  valuations  and  cost  estimates  of  legislative  proposals. 

6.  Review  drafts  of  amendments  to  the  Retirement  Law  which  affect 
benefits . 

In  amplification  of  item  (5),  the  actuarial  coordinator  would  be 
responsible  for  the  mechanical  aspects  of  the  actuarial  valuation  (including 
gain  and  loss  analyses) .   The  consulting  firm,  which  can  provide  professionally 
qualified  actuarial  direction,  would  review  the  procedures  and  would  be  respon- 
sible for  interpreting  the  results  of  the  valuations.   In  short,  the   roles  of 
the  actuarial  coordinator  and  the  consulting  firm  would  be  reversed  from  what 
they  are  now.   The  consulting  firm  would  be  responsible  for  technical  guidance 
and  report  supervision,  and  the  actuarial  coordinator  would  be  responsible  for 
mechanical  procedures  which  would  be  performed  on  the  System's  own  computer 
equipment . 
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(e)   Recommendations 

We  recommend  that: 

1.  The  title  "actuary"  be  eliminated  from  the  System. 

2.  The  position  of  "actuarial  coordinator"  be  established. 

3.  The  job  specifications  for  the  position  of  actuarial  coordinator 
be  similar  as  to  education  and  experience  to  those  for  the  position  of  actuary, 
but  clearly  do  not  call  for  full  qualification  as  an  actuary. 

4.  The  mechanical  aspects  of  the  actuarial  function  (actuarial 
valuations,  etc.)  be  performed  within  the  System. 

5.  A  consulting  actuarial  firm  be  retained  to: 

-  provide  technical  guidance  and  review  the  results  of  actuarial 
work  performed  by  the  System. 

-  assist  in  the  preparation  of  routine  annual  valuation  reports. 

-  establish  procedures  for  costing  legislative  proposals. 

ACTUARIAL  VALUATION  METHOD 

Section  13858  of  the  Teachers'  Retirement  Law  states,  in  part  that: 

"The  board  shall  keep  in  convenient  form  such  data  as  is 
necessary  for  the  valuation  of  the  Retirement  System.   In 
not  to  exceed  six-year  periods  after  June  30,  1944,  the 
board  shall  make  an  actuarial  investigation  into  the  mor- 
tality, service  and  other  experience  of  members  and  bene- 
ficiaries and  shall  make  an  actuarial  valuation  of  the 
assets  and  liabilities  of  the  Retirement  System." 

Actuarial  valuations  of  the  System's  assets  and  liabilities  have 

been  performed  as  of  June  30  in  the  years  1950,  1954,  1960  and  1964. 


(a)   Shortcomings  of  the 
Current  Method 


The  actuarial  valuation  reports,  published  by  the  System,  present  the 
financial  status  of  the  System  on  the  valuation  date  (i.e.,  the  dates  mentioned 
above) .   The  reports  are  satisfactory  as  far  as  they  go  but  they  have  the  short- 
coming of  not  portraying  to  the  reader  the  consequences  of  failing  to  fund 
future  obligations  in  advance.   No  scientific  projections  of  State  outlays 
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are  currently  being  made.   Instead,  rough  approximations  are  made  only  as 
relates  to  expected  outlay  over  the  two  or  three  year  period  following  the 
valuation  date.   The  same  criticism  can  be  made  of  the  procedures  employed 
in  pricing  out  proposed  benefit  liberalizations. 

(b)  Misleading  Comparisons 

Examination  of  the  trend  of  State  outlays  over  the  past  several 
years  can  be  very  misleading  as  a  measure  of  future  costs.   Consider  the  case 
of  retirement  allowances  where  the  State's  contribution  for  a  year  is  equal  to 
(1)  minus  (2)  minus  (3)  as  follows: 

(1)  =  total  allowances  paid 

(2)  =  total  annuities  provided  by  the  accumulated  contri- 

butions of  the  members  who  have  retired 

(3)  =  contributions  of  School  Districts  and  other  employing 

agencies 

A  rapid  expansion  in  teacher  payrolls,  resulting  from  an  increase  in 
the  number  of  teachers  or  from  salary  increases  will  have  only  a  long-term 
effect  on  (1)  and  (2),  but  will  cause  an  immediate  increase  in  (3).   The  result 
is  that  the  State  outlay  will  tend  to  drop  sharply  in  the  short-term  but  in- 
crease more  rapidly  in  the  long-term  than  previously  expected.   The  mistaken 
conclusion  might  be  reached  that  the  State  outlays,  as  a  result  of  this  phe- 
nomenon, were  leveling  off  or  even  declining  whereas  this  expansion  in  payrolls 
actually  causes  an  acceleration  in  the  development  of  the  State's  liability  for 
future  pension  payments. 

(c)  Scientific  Projections 

The  true  effect  on  the  System  of  the  situation  described  above  would 
be  more  intelligible  to  the  layman  if  the  actuarial  report  were  expanded.   This 
expanded  report  would  contain,  in  addition  to  an  actuarial  balance  sheet,  the 
results  of  a  scientific  projection  of  State  outlays  over  the  15  or  20  year 
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period  following  the  valuation  date  and  an  analysis  of  actuarial  gains  and 
losses  (see  subsequent  discussion  of  actuarial  assumptions  in  this  chapter). 

(d)    Recommendations 

In  order  to  more  fully  apprise  the  State  and  the  public  of  the 
status  of  the  System  and  to  obtain  realistic  cost  estimates  of  legislative 
proposals  we  recommend  that: 

1.  Scientific  projections,  showing  the  expected  level  and  incidence 
of  State  outlays,  be  made  a  part  of  the  valuation  procedure. 

2.  All  proposed  liberalizations  of  the  plan  be  priced  out  in  connec- 
tion with  the  actuarial  valuation,  or  as  a  special  study. 

3.  Actuarial  valuations  be  performed  on  an  annual  basis. 

The  reasons  we  recommend  that  actuarial  valuations  be  performed 
annually  are  that: 

-  the  required  data  will  be  available  within  the  System 

-  the  additional  cost  of  performing  this  function  within 
the  System  will  be  minimal 

-  cost  projections  would  become  subject  to  frequent  review 

-  gain  and  loss  analysis  results,  over  a  period  of  several 
years  will  form  the  basis  for  revising  the  actuarial 
assumptions,  and  therefore  such  analyses  should  be  performed 
as  frequently  as  possible. 

ASSUMPTIONS  USED  IN  ACTUARIAL 
VALUATION 

The  purpose  of  an  actuarial  valuation  is  to  estimate  the  State's 
liability  for  pensions  and  other  benefits  to  be  provided  by  the  System.   These 
benefits  include  allowances  to  be  paid  to  currently  retired  members  and  to  mem- 
bers who  will  retire  in  the  future.   In  addition,  estimates  must  be  made  of  the 
liability  for  disability  pensions  and  the  liability  for  benefits  to  be  paid  upon 
the  death  of  a  member  before  or  after  retirement. 


as  to: 
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(a)  Assumptions  for  Calculating 
Liabilities 

The  calculation  of  these  liabilities  requires  the  use  of  assumptions 

1.  How  long  the  member  will  live  after  retirement. 

2.  The  age  at  which  the  member  will  retire. 

3.  Future  salaries  of  the  members  upon  which  their  future  contri- 
butions will  depend. 

4.  The  final  compensation  of  the  members  who  will  retire,  since 
their  benefits  are  based  on  their  final  compensation. 

5.  The  level  and  incidence  of  rates  of  termination  of  service. 

6.  The  level  and  incidence  of  rates  of  disability  retirement. 

7.  The  level  and  incidence  of  mortality  rates  in  order  to  estimate 
the  costs  of  lump  sum  death  and  survivors'  benefits. 

(b)  Experience  Studies 

The  validity  of  the  various  assumptions  used  by  the  System  is  deter- 
mined by  performing  experience  studies.   In  a  letter  dated  May  2,  1962  the 
actuary  presented  his  recommendations  relating  to  actuarial  assumptions  to  the 
Retirement  Board. 

In  this  letter  the  actuary  explained  that  the  number  of  deaths  expected 
by  the  existing  mortality  table,  adopted  in  1954,  exceeded  the  number  of  actual 
deaths  during  the  three  and  one-half  year  period  ended  December  31,  1961;  that 
is,  the  mortality  table  could  no  longer  be  considered  a  conservative  one.   As  a 
result,  a  new  mortality  table  was  prepared  which  produced  an  excess  of  actual 
deaths  over  expected  deaths  for  the  same  three  and  one-half  year  period.. 

From  the  standpoint  of  financial  impact  on  the  System,  the  relation- 
ship of  actual  to  expected  deaths  measured  in  terms  of  dollar  reserves  released 
is  what  should  be  analyzed  rather  than  merely  the  number  of  deaths.   In  other 
words,  the  appropriateness  of  the  mortality  table  should  be  judged  after  deter- 
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mining  whether  the  System  in  the  aggregate,  experiences  a  dollar  gain  or  loss 
from  mortality  experience.   If  the  actual  reserves  released  exceed  the  expected 
reserves  released  the  System  experiences  a  gain;  if  expected  reserves  released 
exceed  actual  reserves  released,  the  System  experiences  a  loss. 

The  following  is  a  detailed  description  of  the  procedure  employed  in 
developing  the  System's  current  salary  scale,  which  salary  scale  was  retained 
in  1962  by  the  Retirement  Board  on  the  actuary's  recommendation: 

-  average  annual  salary  rates,  for  ages  20  through  59 ^ 
were  tabulated  (separately  for  males  and  females), 
based  on  salaries  in  effect  on  July  1,  1956. 

-  the  average  rates  thus  determined  were  smoothed  by 
averaging  the  rates  for  each  three  consecutive  ages. 

-  the  resulting  smoothed  average  rates  were  divided  by 
the  smoothed  average  rate  at  age  59,  to  obtain  at 
each  age  a  salary  "index"  figure. 

-  the  index  figures  thus  developed  were  smoothed  by  the 
same  method  in  order  to  form  a  smooth  series  of  factors 
for  all  ages,  which  series  constituted  the  salary  scale. 

In  using  the  method  just  described,  the  System  developed  what  we 
consider  to  be  an  extraordinarily  "flat"  salaty  scale  (as  mentioned  in  the 
chapter  entitled  "Proposed  Plan")    One  reason  for  the  flatness  of  the  salary 
scale  is  that  California  found  it  necessary  to  recruit  teachers  aggressively  in 
the  years  following  World  War  II  and  used  attractive  starting  salaries  to  facil- 
itate the  recruiting  process   This  caused  the  percentage  difference  between  the 
salaries  paid  experienced,  older  teachers  and  those  paid  inexperienced ^  younger 
teachers  to  shrink.   This  effect  was  still  felt  in  1956  and  to  some  extent  is 
probably  felt  even  today.   Another  influencing  factor,  is  that  there  is  a  consid- 
erable flow  of  teachers  in  and  out  of  the  profession,  many  teachers  returning  to 
the  profession  after  prolonged  absences.   Since  the  salaries  paid  are  based  on 
qualifications  and  experience  and  since  experience  does  not  relate  directly  to  age^ 
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salary  variation  by  age  is  not  an  accurate  guide  to  future  salaries.   In  view  of 
the  direct  relationship  between  final  salary  and  retirement  allowances  it  is 
imperative  that  realistic  projections  of  future  salary  be  made.   An  analysis 
of  gains  or  losses  to  the  System  arising  from  actual  salary  experience  differing 
from  anticipated  experience  must  be  performed  as  a  basic  part  of  the  actuarial 
valuation  procedure. 

Although  a  gain  and  loss  analysis  is  not  routinely  performed  by 
public  retirement  systems,  many  of  the  largest  private  pension  plans  in  the 
country  employ  the  method.   Since  the  intent  of  the  Legislature,  as  stated  in 
Section  14109  of  the  Retirement  Law  and  as  reaffirmed  by  the  Joint  Legislative 
Retirement  Committee  on  March  23,  1967  is  that  the  member's  current  contributions 
are  to  provide  approximately  50%  of  the  cost  of  his  current  service  allowance,  it 
is  essential  that  a  gain  and  loss  analysis  be  performed. 

(c)   Gain  and  Loss 
Analysis 

In  order  to  ensure  that  the  assumptions  used  by  the  System  are 

appropriate  we  recommend  that  a  gain  and  loss  analysis  be  incorporated  into  the 

annual  valuation  procedure  and  that  these  results  be  included  in  the  System's 

annual  report.   The  results  of  the  gain  and  loss  analyses  will  form  the  basis 

for  adjusting  the  actuarial  assumptions. 
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XIV  -  INVESTMENTS  AND 
INVESTMENT  ADMINISTRATION 


The  System  has  invested  in  excess  of  $1  billion  in  a  portfolio  that 
consists  entirely  of  corporate  and  government  bonds.   The  policies  followed  by 
the  investment  officers,  who  work  jointly  for  the  System  and  S.  E.  R.  S.,  have 
been  set  forth  by  directive  of  the  Retirement  Board.   Although  allowed  to  do  so 
by  law,  the  System  has  not  invested  in  mortgages.   By  the  request  of  the  Board, 
the  System  exempted  itself  from  the  authorization  to  invest  in  corporate  equities, 
as  set  forth  in  Proposition  1,  approved  by  the  voters  in  1966.   The  present 
(1966  fiscal  year)  interest  yield  on  investible  assets  was  4.26%,  not  4.49%  as 
reported  in  the  annual  report.   The  latter  percentage  was  based  on  interest 
creditable  to  reserves  as  of  the  previous  fiscal  year  end. 

EFFECT  OF  POLICIES 

As  was  previously  discussed  in  Chapter  III  entitled  Proposed  Plan, 
the  investment  income  experience  of  the  System  has  a  direct  impact  on  the  level 
of  contributions  required  of  the  members  under  the  50-50  concept.  We  believe 
the  current  policies  of  the  System  regarding  investments  are  not  in  the  best 
interests  of  the  membership  or  of  the  taxpayers  of  this  state.  Both  parties 
have  a  direct  interest  in  seeing  that  maximum  use  is  made  of  the  assets  of  the 
System  so  that  members'  contributions  and  the  State's  liabilities  and  outlays 
are  reduced. 

Based  on  the  premise  that  an  improved  interest  yield  on  investments 

is  essential,  one  or  both  of  the  two  approaches  should  be  considered  by  the 

Board. 

1.  Initiate  an  aggressive  investment  policy  utilizing  all  the 
alternatives  for  investment  available  and  the  facilities  of  the  expanded 
S.  E.  R.  S.  investment  staff. 
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2.   Utilize  the  facilities  of  major  insurance  companies  or  banks 
who  are  equipped  with  technical  staff,  computerized  programs  and  the  necessary 
financial  resources. 

In  our  study  we  were  requested  to  review  only  the  administrative  pro- 
cedure of  the  System's  investment  program.   We  feel,  however,  that  policy  and 
procedure  are  not  entirely  separable.   The  investment  policies  directly  effect 
the  contribution  rate  and  State  costs,  hence  the  attractiveness  of  the  proposed 
plan  which  adheres  to  the  50-50  concept. 

PURCHASE  OF  ANNUITIES 


i 


The  System  has  never  taken  advantage  of  the  facilities  available 
through  the  major  life  insurance  companies  for  the  purchase  of  annuities  under 
group  annuity  contracts. 

In  recent  years  the  life  insurance  companies  have  revamped  their  grou 
annuity  contracts  in  order  to  make  them  as  attractive  as  possible  for  large  pensior 
funds.   The  life  insurance  companies  now  have  available  to  them  so  many  attractive 
investment  opportunities  that  they  are  in  a  position  to  offer  annuities  at  pur- 
chase rates  which  are  by  far  the  lowest  in  recent  history. 


I 
I 


(a)  Purchase  from  System 
When  a  member  of  the  System  retires  his  accumulated  contributions  are 

used  to  establish  for  him  an  annuity  in  whatever  monthly  amount  they  are  suffi- 
cient to  provide.   In  effect,  what  happens  is  that  the  member  purchases  an  annuity 
from  the  System.   The  amount  of  the  annuity  is  determined  by  means  of  a  set  of   m 
annuity  factors.   The  factors  are  calculated  using  assumptions  established  by  the 
System's  Board  as  to  expected  future  rates  of  interest  and  mortality  and  are 
changed  from  time  to  time  by  the  Board  on  recommendation  of  the  System's  actuary 

(b)  Purchase  from  Insurance 
Company 

Instead  of  providing  annuities  from  its  own  funds,  the  System  could 


COMPARISON  OF  MONTHLY  AMOUNT  OF  ANNUITY 
PURCHASED  BY  $10,000;  INSURANCE  COMPANY  VS  SYSTEM 


Insurance 
Male 

Company 
Female 

Sy 

stem 

Ratio 
Insurance  Company 
to  System 

Age 

Male 

Female 

Male 

Female 

55 

$  66.94 

$  60.85 

$  54.88 

$  51.75 

122% 

118% 

60 

75.24 

66.94 
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enter  into  a  special  form  of  "terminal  funding  group  annuity  contract"  with 
a  life  insurance  company.   The  procedure  would  be  for  the  System  to  purchase 
an  annuity  from  the  insurance  company  under  this  contract  for  each  member  as  he 
retires  in  the  future.  The  System  would  also  purchase  on  the  effective  date  of 
the  contract,  using  existing  reserves  for  retired  members,  an  annuity  for  each 
member  who  has  already  retired.   It  is  not  possible  to  get  a  firm  rate  quotation 
from  an  insurance  company  without  providing  a  considerable  amount  of  accurate 
and  detailed  data  which  it  would  take  several  months  to  compile.   However,  we 
have  been  able  to  obtain  from  a  major  life  insurance  company  a  preliminary 
illustrative  rate  quotation  based  upon  rough  estimates  of  the  facts  relating 
to  the  retired  members  of  the  System  and  the  reserves  held  for  them.   The  quoted 
rates  include  provision  for  all  expenses  of  the  insurance  company,  including 
premium  taxes.  Although  these  rates  are  preliminary,  they  are  still  repre- 
sentative of  what  can  be  accomplished  through  such  a  contract.   In  fact,  we 
believe  that  a  firm  quotation  would  contain  rates  even  more  attractive  than  those 
quoted. 

(c)  Reduction  in  State 
Outlay 

To  get  a  simple  basis  of  comparison  of  the  annuity  purchase  rates 
offered  by  insurance  companies  with  those  used  by  the  System,  we  calculated  the 
amount  of  monthly  life  annuity  which  can  be  purchased  by  $10,000  using  the  insurance 
company's  rates  and  the  System's  rates  and  ratioed  the  two.   The  results  are  shown 
on  the  facing  page. 

The  total  amount  of  the  member  annuity  portion  of  service  retirement 
allowances  paid  during  the  year  ending  June  30,  1966  was  $10,800,000.   The  dis- 
tribution of  this  amount  by  age  and  sex  is  not  readily  available  from  the  System. 
We  can  therefore  only  make  a  rough  estimate  of  the  increase  in  annuity  purchased, 
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and  hence  the  reduction  in  State  contribution,  resulting  from  purchasing 
annuities  from  an  insurance  company  instead  of  continuing  to  use  the  annuity 
factors  now  in  effect.   However,  it  seems  reasonable  to  predict  that  the  initial 
annual  reduction  in  State  outlay  will  be  of  the  magnitude  of  $2,000,000,   In 
addition  to  this  reduction  the  insurance  company  will  be  obligated  to  pay  a 
premium  tax  of  17„  (or  slightly  less,  depending  on  real  estate  tax  credit)  to 
the  State  of  California.   The  combination  of  reduced  outlay  by  the  State  and 
increased  revenue  to  the  State  should  approximate  $3,000,000  the  first  year. 

In  order  to  raise  sufficient  cash  to  pay  the  insurance  company's 
premium  under  a  group  annuity  contract  it  would  be  necessary  to  interrupt  the 
flow  of  new  money  into  the  System  for  a  number  of  months  and  probably  also  do 
a  certain  amount  of  liquidation  of  existing  investments.   The  insurance  company 
we  have  talked  to  is  prepared  to  make  its  facilities  available  to  the  System  in 
carrying  out  this  program  in  order  to  minimize  loss  and  enable  the  System  to 
achieve  the  optimum  investment  result  on  the  balance  of  its  portfolio.   It  is 
to  be  expected,  however,  that  the  System  will  realize  some  loss  on  liquidation  of 
securities  as  an  offset  to  the  gain  resulting  from  investing  in  annuities.  We   f 
believe  that  before  the  Board  invests  in  annuities  it  should  investigate  the     ■ 
relative  capacities  of  the  System  and  the  major  life  insurance  companies  for  the 
investing  of  annuity  reserves  and  the  assumption  of  the  annuity  risk.   We  believe 
that  the  Board  should  only  invest  in  a  group  annuity  contract  when  it  is  con- 
vinced that  the  insurance  company  of  its  choice  can  not  only  save  the  State 
money  initially,  but  is  actually  better  equipped  than  the  System  to  handle  this 
type  of  investment  and  assume  this  type  of  risk. 

(d)   Recommendations 

We  recommend  that:  * 

1.   The  law  be  amended  as  necessary  to  permit  the  Teachers'  Retirement 
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Board  to  enter  into  group  annuity  contracts  with  life  insurance  companies, 

2.  A  study  be  made  to  secure  firm  bids  from  various  life  insurance 
companies  as  to  annuity  purchase  rates  and  terms  and  to  bring  out  clearly  for 
consideration  by  the  Board  the  pros  and  cons  of  investing  in  annuities. 


MORTGAGE  INVESTMENTS 

The  question  of  investing  a  part  of  the  investment  portfolio  in 
mortgages  has  been  considered  by  the  Board. 

The  sequence  of  events  leading  up  to  the  Board's  final  decision  is 
best  decribed  by  summarizing  the  significant  points  of  the  results  of  the 
Teachers'  Retirement  Board  meetings. 

(a)  Meeting  of  July  29,  1966 

Mr.  William  E.  Payne  of  the  S.  E.  R.  S.  gave  a  statement  regarding 
the  role  which  the  S.  E.  R.  S.  has  played  in  mortgage  investments,  and  how 
successful  the  program  had  been. 

At  the  conclusion  of  the  meeting  on  July  29,  1966,  it  was  decided 
that  the  Board  was  in  no  position  to  make  any  decision  at  that  time  but  a 
special  committee  was  formed  to  study  the  matter. 

(b)  Meeting  of  September  23,  1966 

The  Board  unanimously  approved  investments  in  mortgages  on  Cali- 
fornia real  estate  subject  to  the  following  conditions: 

-  Total  investment  up  to  a  maximum  or  not  to  exceed  257o  of 
the  portfolio 

-  Annual  investment  up  to  a  maximum  or  not  to  exceed  507o  of 
annual  amount  currently  available  for  investment 

-  The  employment  of  expert  personnel   required  to  advise  the 
Board  on  a  course  of  future  action  as  recommended  by  the 
Executive  Officer 

-  Subject  to  the  establishment  of  criteria  to  be  approved 
by  the  Board 
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The  Executive  Officer  was  directed  to  proceed  with  the  establish- 
ment of  a  position  for  a  mortgage  expert. 

(c)   Meeting  of  November  4,  1966 

The  Executive  Officer  reported  to  the  Board  that  funds  requested  in 
the  1967-68  budget  for  a  staff  to  operate  a  mortgage  division  had  not  been 
approved  by  the  Department  of  Finance.   The  Board  then  approved  unanimously  a 
resolution  to  rescind  its  previous  motion  that  the  System  in  coming  months 
set  aside  money  for  the  purchase  of  mortgages. 


(d)   Administration  of  Mortgage 
Investments 


We  have  reviewed  the  administration  procedures  to  handle  the  System's 
mortgage  investment  program  with  the  Investment  Officer  of  S.E.R.S.   From 
purely  an  administrative  point  of  view  he  felt  there  would  be  little  difference 
in  the  handling  of  mortgages  from  bonds.   It  was  felt  that  if  a  mortgage  formula 
were  established  by  the  Board  then  the  process  might  in  fact  be  simpler  than 
bonds.   It  was  concluded  that  additional  accounting  staff  would  be  required  to 
handle  mortgage  investments.   The  increased  cost  to  the  System  would  be  minimal. 

The  Executive  Director  of  the  System  indicated  that  the  Board  felt 
that  the  System  required  a  full-time  expert  in  mortgage  investments  who  is  close 
to  the  operation  of  the  System  who  could  advise  the  Board.  I 

The  decision  to  invest  in  mortgages  has,  therefore,  reached  an  impasse 
because  of  differing  opinions  on  what  relationship  between  investment  staff  and 
agency  is  necessary  to  successfully  administer  a  mortgage  investment  plan. 
These  differences  of  opinion  must  be  resolved.   S.T.R.S.  has  over  the  past 
year,  foregone  substantial  potential  increases  in  investment  income.   Had 
S.T.R.S.  invested  507o  of  their  new  money  in  the  last  six  months  at  the 
interest  experience  of  S.E.R.S.  mortgage  investments,  additional  income 
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could  have  approached  one-quarter  million  dollars.   Staffing  considerations 
should  not  stand  in  the  way  of  such  a  large  potential. 

EQUITY  INVESTMENTS 

In  a  recent  survey  entitled  "Administration  of  State  Fund  Invest- 
ments" conducted  by  the  Council  of  State  Governments,  of  44  systems  which 
covered  teachers,  32  were  authorized  to  invest  in  common  stocks.   As  the  S.T.R.S. 
is  clearly  in  the  minority  on  this  matter,  we  suggest  that  this  policy  be 
constantly  reviewed.   The  necessity  of  going  to  the  voters  should  not  stand 
in  the  way,  if  there  is  clearly  an  advantage  to  be  gained. 

OTHER  INVESTMENT  SERVICES 

In  exploring  alternatives  for  administering  the  System's  investment 
portfolio,  it  should  be  kept  in  mind  that  many  banks,  insurance  companies  and 
other  companies  also  make  available  facilities  for  investment.  Arrangements 
can  be  made  to  utilize  their  large  investment  research  and  placement  services 
in  any  desired  mix  of  bonds,  mortgages  and  common  stocks.  In  addition  to,  or 
in  conjunction  with,  the  existing  investment  officer's  activity,  this  may 
provide  additional  flexibility. 

CASH  MANAGEMENT 

The  System  receives  an  average  of  $15  million  per  month  in  contri- 
butions and  interest.   To  obtain  the  maximum  return  on  the  use  of  this  money, 
investments  must  be  made  as  quickly  as  cash  becomes  available.   Cash  flow 
cannot  coincide  in  all  cases  with  the  timing  of  placement  of  long-term 
investments  or  disbursement  of  benefit  payments.   In  the  interim,  short-term 
notes  are  purchased  until  the  money  is  needed.    Based  on  current  rates,  interest 
income  on  $1  million  placed  for  one  day  is  $135. 
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(a)  Loss  to  System 

A  recent  sampling  of  the  Controller's  daily  cash  balances  (November 
1966  to  March  1967)  shows  the  System  carrying  an  average  of  $2.1  million 
uninvested  cash.   In  contrast,  the  State  Employees'  Retirement  System,  which 
uses  the  same  investment  officers  and  handles  a  larger  volume  of  cash  flow, 
attempts  to  maintain  their  daily  balance  under  $100,000.   Had  the  System 
invested  its  cash  this  quickly,  it  would  have  realized  nearly  $100,000  in 
additional  short-term  interest  over  the  past  year,  based  on  our  sample  data. 

(b)  Revised  Procedures 

Immediate  improvements  in  the  procedures  could  be  used  to  improve 
the  timing  of  investments. 

1.  The  investment  accountant  would  assume  the  cash  management 
duties  borne  presently  by  the  Executive  Officer. 

2.  The  investment  accountant  would  prepare  a  detailed  cash  flow 
forecast  for  two  months  in  advance,  revised  twice  per  week  utilizing  similar 
techniques  used  by  S.E.R.S.   This  would  significantly  aid  both  long  and 
short-term  investment  planning. 

3.  Interest  receipts  would  be  obtained  no  later  than  2:30  p.m., 
from  the  Treasurer's  cashier. 

4.  Depositaries  could  be  established  in  bank  branches  in  key  cities 
where  large  county  remittances  may  be  sent.   The  balances  in  these  accounts 
will  be  determined  by  telephone  daily  and  cleared  immediately  to  the  Controller. 

5.  Cash  received  in  excess  of  $200,000  by  the  System  would  be  cleared 
immediately  to  the  Controller.   All  cash  would  be  cleared  prior  to  each  weekend, 

6.  The  Controller  would  be  notified  in  advance  by  the  investment 
accountant  of  the  receipts  and  disbursements  that  would  be  posted  the  follow- 
ing day. 

7.  The  investment  officer  would  be  notified  of  the  cash  available 
for  investment  no  later  than  3:00  p.m. 

8.  At  the  discretion  of  the  investment  officer,  short-term  purchases 
may  be  made  for  settlement  the  following  day. 

9.  If  the  approval  of  the  confirmation  does  not  require  the  signa- 
ture of  the  Director  of  Finance  as  recommended  in  Chapter  VI,  the  settlement 
of  the  transaction  will  be  expedited  without  impairing  the  control  over  the 
purchase . 


( 
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These  procedural  changes  will  reduce  the  present  time  lag  of  two 
and  one-half  days  to  one  day  in  maximizing  the  use  of  available  cash. 

INVESTMENT  ACCOUNTING 

Both  S.  T.  R.  S.  and  S.  E.  R.  S.  maintain  their  individual  investment 
records  on  their  own  respective  data  processing  equipment.   S.  E.  R,  S.  is  pro- 
gramming its  investment  accounting  applications  to  improve  the  information  pro- 
vided and  to  eliminate  a  large  part  of  the  manual  effort  now  required  before  a 
security  is  added  or  removed  from  the  records.   Many  of  the  securities  pur- 
chased or  sold  are  identical  between  the  two  systems.   To  a  certain  extent, 
the  manual  work  is  duplicated  in  these  cases.   The  investment  officers  feel 
the  S.  E.  R.  S.  reports  are  more  complete,  readable  and  contain  fewer  errors 
than  the  present  S.  T.  R.  S.  reports. 

(a)  Combined  Record 

We  recommend  that  S.  T.  R.  S.  utilize  the  faster  equipment  and  im- 
proved reporting  package  of  S.  E.  R.  S.  for  investment  accounting.   The  mar- 
ginal effort  on  the  part  of  S,  E.  R.  S.  will  be  minimal  as  S.  T.  R.  S  's  file 
will  simply  be  an  extension  of  an  already  existing  tape  file.   This  will  alle- 
viate time  from  the  present  overburdened  tabulating  equipment  and  avoid  a  re- 
programming  effort  for  S.  T.  R.  S.  when  conversion  is  made  to  electronic  data 
processing .  :  ^ 

(b)  Simplified  Entry 

When  complete,  the  S.  E.  R.  S.  system  for  investment  accounting  will 
simplify  the  initial  entry  of  data,  as  the  equipment  will  calculate  the  accrued 
interest  and  yield.   The  S.  T.  R.  S.  investment  accountant  will  be  responsible 
for  coding  investment  transactions  for  machine  entry.   If  a  combined  transaction 
for  both  systems  is  made,  the  accounting  for  these  should  be  made  by  one  system 
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or  the  other  so  that  duplications  of  effort  are  avoided.   This  can  be  worked  out 
between  the  System's  respective  investment  accountants. 

SUMMARY 

The  effect  of  the  System's  investment  policies  has  been  to  increase 
the  costs  both  to  members  and  to  the  State. 

The  steps  the  Board  should  take  to  improve  the  income  of  the  System 
are: 

1.  Purchasing  group  annuities  from  an  insurance  company. 

2.  Pursuing  a  plan  to  invest  in  mortgage  contracts  when  they  are 
attractive  incomewise. 

3.  Continually  re-evaluating  corporate  equity  investments. 

4.  In  conjunction  with  steps  (2)  and  (3),  exploring  the  investment 
services  offered  by  commercial  firms  to  provide  investment  services  in  segre- 
gated portfolios. 

5.  Improving  the  use  of  presently  available  cash  resources  through 
improved  procedures  and  forecasting. 

6.  Utilizing  S.  E.  R.  S.  computerized  investment  accounting  pro- 
grams to  reduce  expense  and  provide  better  portfolio  information  to  invest- 
ment officers. 
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XV  -  PROGRAM  COSTS 

The  administrative  improvement  programs  presented  in  this  report  will 
require  additional  outlays  for  administrative  expense.   We  do  not  foresee 
substantial  off-setting  clerical  cost  reductions  that  can  be  achieved  in  the 
immediate  future.   The  total  amounts  forecast  as  requirements  for  our  program, 
however,  do  not  substantially  exceed  the  costs  for  the  program  proposal  by  S.T.R.S. 
for  data  processing  alone. 

While  we  are  recommending  the  allocation  of  additional  funds  for 
administrative  expenses,  our  recommendations  for  changes  to  the  fund  structure 
and  to  investment  policies  should  decrease  the  State's  outlay  for  members' 
benefits.   A  summary  of  estimated  cost  increase  and  reductions  is  presented  in 
the  following  paragraphs. 

Unforeseen  conditions,  such  as  unusual  increases  in  volumes  or  changes 
to  the  law,  may  arise  during  the  next  five  years  which  could  influence  the 
the  accuracy  of  our  projection.   Throughout  the  implementation  program  manage- 
ment should  continue  to  revise  and  update  this  forecast.   It  is  vital  that  a 
reasonable  degree  of  fiscal  flexibility  be  exercised  throughout  the  implementation 
program. 

Furthermore,  all  additional  costs  should  be  recognized  as  a  signifi- 
cant element  of  the  total  program.   Acceptance  of  one  cost  element,  and  rejection 
of  another  could  have  a  significant  and  possibly  an  adverse  effect  on  the 
success  of  the  overall  program. 

NEED  FOR  INCREASED 
ADMINISTRATIVE  COST 

The  records  of  the  Retirement  System  are  in  poor  condition;  the  lack 

of  action  or  funds  necessary  to  improve  the  present  situation  would  be  a 

continuation  of  the  present  "deferred  spending"  policy. 
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In  many  instances,  a  delay  in  getting  the  proposed  program  in  operation 
will  result  in  the  need  for  making  heavier  expenditures  in  the  future.   The  cost 
of  the  program  for  verifying  and  recording  service  prior  to  1956,  for  example, 
will  increase  with  each  major  delay.   Salary  inflation  for  clerical  staff  at 
S.T.R.S.  and  at  the  counties,  and  the  impact  of  payroll  records  becoming  less 
accessible  at  the  counties  will  contribute  to  this  cost  increase. 

The  monthly  reporting  program  alone  requires  a  substantial  annual 
increase  in  the  expenditure  of  funds.   However,  recording  member  service  and 
contributions  accurately  and  in  a  timely  manner  cannot  be  achieved  by  contin- 
uation of  the  present  delayed  reporting  cycle.   Dependence  of  the  Retirement 
System  on  records  retained  by  counties  and  by  teachers  must  not  be  continued. 
This  approach  has  been  unsuccessful  in  the  past,  as  evidenced  by  present 
conditions,  and  in  our  opinion,  substantial  improvements  would  not  be  attained 
by  continuing  the  present  procedures.   Consequently,  the  responsibility  for 
collecting,  recording,  and  retaining  all  data  pertinent  to  member  accounts 
must  be  assumed  by  S.T.R.S.  in  the  future. 

While  cost  is  a  vital  factor  in  evaluating  the  acceptability  of  the 
proposed  program,  the  ultimate  objective  is  to  provide  an  improved  level  of 
service  to  teachers.   This  is  particularly  applicable  to  retiring  teachers 
who  are  in  need  of  advice  and  facts  when  evaluating  and  selecting  the  most 
appropriate  retirement  plan  for  their  purposes. 

■ 

Due  to  a  lack  of  complete  service  records  and  availability  of  rapidly 
accessible  information  for  each  member,  the  Retirement  System  has  not  been  able 
to  meet  satisfactory  standards  of  service.   Without  making  a  major  improvement 
to  existing  capabilities,  which  will  require  additional  expenditures,  we  see 
little  opportunity  for  achieving  substantial  improvements  in  the  quality  of 
service  provided  to  members. 
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PROJECTED  COSTS  OF  OUR 
PROPOSED  PROGRAM 

We  have  prepared  a  five-year  projection  of  costs  for  the  proposed 

program,  which  is  presented  as  Exhibit  M.   Our  projection  was  prepared  on  the 

following  basis: 

1.  The  projected  costs  represent  the  requirements  for  additional 
outlays  in  excess  of  the  present  level  of  expenditure. 

2.  The  projection  does  not  include  administrative  cost  increases 
for  additional  staff  that  will  be  required  in  the  future  due  to  normal  growth 
of  activity  within  the  Retirement  System. 

As  indicated  by  Exhibit  M,  the  proposed  program  will  require  an 

estimated  additional  expenditure  of  $130,000  to  $333,000  annually  over  the  next 

five  years.   As  indicated  previously,  we  do  not  foresee  substantial  off-setting 

cost  reductions  during  this  period.   It  should  be  emphasized  that  the  cost 

associated  with  the  verification  personnel  should  be  substantially  reduced  by 

1974.   Furthermore,  the  additional  staffing  requirements  for  the  Contributions 

Section  should  be  reduced  once  the  annual  reporting  schedule  has  been  totally 

converted  to  a  monthly  basis  (1973). 

POTENTIAL  SAVINGS  TO  THE  STATE 
AND  THE  SYSTEM 

There  are  several  basic  areas  within  the  total  program  that  offer 

reductions  in  outlay  to  the  State  and  S.T.R.S.   In  some  instances,  these 

reductions  would  not  be  reflected  in  the  administrative  costs  of  S.T.R.S. 

The  principal  areas  of  anticipated  reductions  are: 

1.   The  program  for  purchasing  annuities  from  an  insurance  company 
would  result  in  a  reduction  of  State  outlay  on  the  order  of  several  million 
dollars  per  year,  once  the  purchasing  procedure  has  reached  a  mature  levels 
The  amount  will  depend  on  the  fiscal  arrangements  made  for  the  use  of  new 
money  and  may  be  offset  by  losses  on  liquidation  of  securities.   We  estimate 
the  reduction  in  outlay  of  State  funds  to  be  about  $1,000,000  in  the  first 
year  (i.e.  by  June,  1968),   and  will  grow  to  approximately  $2,500,000  after 
all  the  annuities  have  been  purchased.   The  reason  that  the  savings  will 
increase  gradually  is  that  the  annuity  purchases  should  be  made  with  new 
money  (to  minimize  invest  losses) and  therefore  will  take  approximately  twelve 
months  of  elapsed  time. 
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2.  More  effective  use  of  the  reserves  of  the  System,  as  discussed  in 
Chapter  IV,  Funds  Structure,  would  reduce  the  outlay  of  the  State  by  an  additional 
$1,000,000  to  $3,000,000  annually,  depending  on  the  results  of  the  recommended 
actuarial  valuation  and  study;  "i.e.,  depending  upon  what  portion  of  the 
Contingency  Fund  should  be  allocated  to  retired  members'  reserves. 

3.  Our  recommendations  for  revising  investment  policy  and  for 
permitting  more  rapid  investment  of  funds  will  increase  income  from  this  source 
by  $50,000  to  $100,000  per  year,  depending  on  the  prevailing  short-term  interest 
rates. 

4.  In  the  long-term,  monthly  reporting  and  completion  of  the  verifi- 
cations project  will  reduce  the  unit  cost  of  clerical  effort  per  teacher  at  the 
County  offices.   On  a  statewide  basis,  this  cost  reduction  resulting  from  this 
source  could  approximate  $300,000  annually. 

5.  Completion  of  the  service  verification  program  will  also  reduced 
clerical  costs  at  S.T.R.S.   We  estimate  that  this  reduction  will  be  about  $100,000 
annually  after  a  period  of  five  to  eight  years. 

6.  We  recognize  that  clerical  cost  savings  can  be  achieved  once  the  datij 
processing  system  has  been  installed.   Equally  significant,  the  proposed  program 
establishes  a  base  for  processing  increasing  volumes  of  activity  without  requiring, 
proportional  increases  in  the  size  of  the  clerical  staff.  jj 

FINANCING  ADMINISTRATIVE  COSTS 

The  administrative  cost  of  S.T.R.S.  in  the  1965-66  fiscal  year  was 
$922,000;  member  contributions  in  that  year  were  approximately  $106,000,000;  and 
investment  income  was  approximately  $43,000,000.   We  have  recommended  In 
Chapter  III  that  members  who  terminate  shortly  after  entry  into  the  System 
forfeit  part  of  their  interest  credits  and  that  the  amounts  forfeited  be  used 
as  an  offset  to  administrative  costs.   It  would  clearly  be  feasible  to  supple- 
ment the  income  from  interest  forfeitures  and  as  a  result  finance  all  or  a 
major  portion  of  administrative  costs  by  using  either  one  or  a  combination  of 
the  two  following  procedures: 

(1)  Add  a  direct  surcharge  to  member  contributions. 

(2)  Deduct  the  amount  required  from  investment  income. 

If  it  is  decided  that  such  a  supplementation  is  desirable,  our  recommendation 
would  be  that  a  combination  of  procedures  (1)  and  (2)  be  used.   The  proportion 
of  income  from  each  source  could  be  determined  either  arbitrarily  or  by  cost 
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allocation  procedures.   Procedure  (1)  directly  charges  expense  to  the  member. 

Procedure  (2)  does  so  only  indirectly  and,  in  order  to  accomplish  its  purpose, 

should  be  accompanied  by  a  requirement  that  the  amount  deducted  from  investment 

income  should  be  charged  back  to  members'  accounts  by  means  of  a  reduction  in 

the  refund  interest  rate. 
I 

SUMMARY 

The  proposed  programs  presented  in  this  report  offer  significant  benefits 

to  teachers,  counties,  S.T.R.S.  and  the  State.   Although  implementation  of  these 

proposals  will  increase  administrative  costs,  significant  savings  to  the  State 

and  the  Retirement  System  can  be  achieved.   In  our  opinion,  these  programs  must 

be  adopted  to  meet  the  future  requirements  of  a  growing  System  and  can  be  justified 

on  the  basis  of  improved  service,  more  efficient  operations  and  by  reducing  the 

State's  annual  outlay. 
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XVI  -  INSTALLATION 

The  recommendations  in  this  report  deeply  affect  the  Law  and  administratioi 
of  this  System.   In  planning  for  the  implementation,  certain  key  phases  of  the  pro- 
gram will  take  at  least  five  years  to  complete.   The  interrelationship  of  tasks 
and  the  capacity  of  this  System  preclude  the  possibility  of  acceleration.   The 
major  programs  of  the  proposed  plan  are  a  part  of  a  total  program  and  must  be 
implemented  in  their  entirety  if  the  projected  benefits  are  to  be  realized. 

MAJOR  PROGRAMS 

Six  major  programs  must  be  conducted  simultaneously  in  order  to  accom- 
plish all  that  needs  to  be  done  within  these  five  years: 

1.  Organization  -  Plans  and  programs,  changes  to  division  structure, 
external  relations  program,  training,  documentation  and  office  layout. 

2.  Actuarial  Study  -  Data  updating,  analysis,  and  recommendations. 

3.  Law  -  Rewriting  of  law  and  legislative  approval. 

4.  Data  Processing  -  Equipment  f inalization,  design  and  programming, 
training  and  testing,  documentation  and  conversion. 

5.  Clerical  Systems  -  Member  records,  work  simplification,  verifi- 
cation, controls  and  forms  revision. 

6.  Financial  -  Investments,  funds  structure,  accounting  records 
and  reporting. 

SCHEDULE  OF  IMPLEMENTATION 

The  chart  in  Exhibit  N  portrays  the  phases  and  timing  of  the  six  major 
programs.   These  schedules  are  an  initial  attempt  to  portray  the  magnitude  of 
the  task  facing  the  System.   They  are  not  intended  to  depict  firm  installation 
dates,  but  to  act  as  a  starting  point  to  establish  schedules  once  the  final 
recommendations  have  been  agreed  upon. 


INSTALLATION  RESPONSIBILITY 


The  installation  schedules  as  depicted  in  Exhibit  N  present  the  System's 
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management  with  a  major  task  which  must  be  accomplished  in  addition  to  their 
normal  daily  operational  duties. 

The  first  two  years  of  implementation  will  require  a  concerted  effort 
by  all  concerned,  management  and  staff,  as  during  this  period  the  largest  number 
of  concurrent  programs  will  be  scheduled.   We  feel  that  one  person,  who  is  com- 
petent and  experienced  in  an  installation  of  this  magnitude  and  complexity, 
should  be  charged  with  the  total  responsibility  of  the  program  and  it  should  be 
his  major  activity.   The  person  selected  should  be  a  senior  administrator  with 
the  title  of  Assistant  Executive  Officer  and  should  report  to  the  Executive 
Officer,  who  ultimately  must  be  responsible  to  the  Board  and  the  Legislature. 

The  main  duties  of  the  Assistant  Executive  Officer  will  be  tu  control 
and  coordinate  the  various  projects  being  undertaken.   It  cannot  be  expected 
that  the  Assistant  Executive  Officer  be  technically  competent  in  all  the  areas 
which  are  affected  by  the  change  but  he  must  have  proven  administrative  ability 
and  be  given  the  total  responsibility  and  authority  to  make  decisions  affecting 
staff,  individual  policies  and  administrative  procedures  within  the  boundaries  of 
the  program. 

The  Assistant  Executive  Officer  will  be  the  Chairman  of  an  Installation 
Committee  which  will  consist  of  the  four  major  division  chiefs,  namely  Member- 
ship, Benefits,  Accounting  and  Data  Processing  and  the  Administrative  Analyst. 
Operation  subcommittees  comprised  of  members  associated  with  the  System  will  be 
formed  and  be  responsible  for  the  implementation  of  specific  projects  within  the 
program.   Technical  assistance  from  State  departments,  S.  E.  R.  S.  and  commer- 
cial firms  should  provide  specialized  knowledge  in  the  field  of  organization, 
law,  actuarial  techniques,  financial  planning,  accounting  methods,  clerical 
systems,  electronic  data  processing  and  installation  planning  and  control.   We 
believe  that  this  assistance  is  necessary  as  the  present  System  staff  do  not 
have  sufficient  background  and  experience  in  these  areas. 


STATE  TEACHERS'  RETIREMENT  SYSTEM 
INSTALLATION  ORGANIZATION 
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The  experience  gained  by  S .  E.  R.  S.  could  be  beneficially  used  by 
the  System.   The  Executive  Officer  of  S.  E.  R.  S.  should  be  requested  to  permit 
his  Accounting  Division  Chief  to  provide  technical  assistance  to  the  Assistant 
Executive  Officer  as  and  when  required.   The  S.  E.  R.  S,  should  assume  the  re- 
sponsibility for  processing  S.  T.  R.  S.  investment  bond  records  and  reports. 
They  should  also  be  requested  to  provide  assistance  in  converting  the  System's 
retirement  rolls  to  tape  until  the  computer  facilities  are  available  at 
S.  T.  R.  S. 

The  facing  page  illustrates  the  division  of  responsibilities  and  the 
Interrelationship  of  the  subcommittees  and  outside  technical  assistance. 

For  each  of  the  projects,  the  subcommittee  chairmen  must  prepare  a 
detailed  step  by  step  plan  for  action,  with  milestone  schedule  dates.   This 
plan  must  be  agreed  upon  by  the  Installation  Committee,  who  will  use  the  plan 
to  review  and  report  progress  to  the  Executive  Officer,  the  Board  and  the 
Legislature. 
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STATISTICAL  DATA  SHOWING  INDEXES  OF  AVERAGE  ANNUAL  SALARIES  OF  PUBLIC  SCHOOL 
TEACHERS,  IN  THE  PACIFIC  REGION,  IN  CITIES  OF  50,000  INHABITANTS  OR  MORE 


Compounded  Cun.ulative 

Percentage  Increase 

since  1945 


15  27„ 

45.7 

52  2 

73.9 

87,0 

106  5 

128.3 

152.2 

169,6 

189.1 


School  Year 
Ending  in  June 

Index 
(1957-59  = 

100) 

Per( 

In( 
in 

rentage 

;rease 

Index 

1945 

46 



1947 

53 

15.2% 

1949 

67 

26.4 

1951 

70 

4  5 

1953 

80 

14.3 

1955 

86 

7.5 

1957 

95 

10,5 

1959 

105 

10.5 

1961 

116 

10.5 

1963 

124* 

6.9 

1965 

133 

7.3 

The  corresponding  level  rate  of  increase  is  determined  by  using  the  following 
formula:   (1  -^  r)^^  -  1  =  189.1%  or  (1  +  r)   =  2  891  or  r  =  5V/c  approximately. 


STATE  TEACHERS'  RETIREMENT  SYSTEM 

PLAN  FOR  REALLOCATION  OF  RESERVES 

(Millions  of  Dollars) 


EXHIBITS 
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Total  =  $1,127,000,000  @  6-30-66 


Return  to  Members 


Note:     1 


F 


ALTERNATIVE  ALLOCATIONS 

2.  Insignificant  and  all  related  interest  reserves  not  detailed. 

3.  Amounts  not  adjusted  for  allocation  of  1966  contributions  yet  to  be  made. 
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POSITION  DESCRIPTION 


Executive  Officer 


Reporting  Relationships 

Reports  to.  the  Teachers'  Retirement  Board.   Supervises  all  System  Staff 
Management  and  the  Systems  assistant  executive  officer. 

Responsibilities 

1.  Overall  administration  of  the  System,  including: 

(a)  Operations  and  Procedures  -  Through  the 
assistant  executive  officer,  the  efficient 
operations  of  maintaining,  collecting  and 
processing  membership  record  data  and 
benefits . 

(b)  External  Relations  -  The  establishment 

and  the  conduct  of  an  effective  program  for 
improving  communications  with  the  membership 
and  counties. 

(c)  Administration  of  the  Law  -  With  technical 
assistance  the  consistent  development  of 
documented  administrative  decisions  affecting 
member  records  and  benefits. 

(d)  Financial  and  Actuarial  Reporting  -  Providing 
the  board,  the  State,  the  public  and  the 
membership  with  financial  and  actuarial 
information  on  the  status  and  progress  of  the 
System. 

(e)  Board  Relations  -  Keeping  the  board  fully  aware 
of  the  administrative  progress  as  well  as  other 
matters  relating  to  the  operations  and  benefits 
provided  by  the  System. 

(f)  Investments  -  The  informed  review  and  approval 
of  investment  recommendations  in  cooperation 
with  the  investment  officers. 

2.  Management  Development  -  In  order  that  duties  and  responsibilities 
can  be  effectively  delegated,  the  development  within  System 
Management  of  the  necessary  skills  and  technical  knowledge. 

3.  Program  Planning  -  The  establishment  of  long-range  objectives, 
projections  and  plans  for  the  overall  administration  of  the  System. 
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3.  Ability  to  supervise  and  direct  a  data  processing  and  clerical 
staff  of  nearly  100  people. 

4.  Ability  to  plan  and  organize  the  programs  for  their  most  efficient 
execution . 


STATE  TEACHERS'  RETIREMENT  SYSTEM 
Summary  of  Present  Data  Processing  Applications 
Fiscal  Year  1965  -  66 
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Application  (by  iob  Number) 


001  Allowance  Roll 

002  Retire  Ledger 

003  Arrears 

004  Affidavits 

005  Insurance 

006  One-half  Continuance 

007  Accounts  Receivable 

008  Address  File 

009  Closeouts 

010  Deaths 

Oil  County  Remittances 

012  Bonds 

013  Estimated  Roll 

014  Balance  File  Adjustments 

015  Refunds 

016  Retirement  Cancellations 

017  Contributions 

018  Procedures 

019  Cleared  Transactions 

020  Active  Statistical  Cards 

021  CD  51 

022  Hold  Dependents 

023  File  Maintenance 

024  File  Balance 

025  Final  Payment 

095  Connections 

096  Time  Cards 

097  Testing 
099  Down  Time 

103  Active  Retire  Stats 

104  Conversion  to  SSA 
200  Posting 

204  2-04  File 

Total 


Regular 

Overtime 

Total 

Hours 

Hours 

Hours 

555.9 

106.9 

662.8 

15.1 

15.1 

7.2 

7.2 

40.6 

11.7 

52.3 

95.1 

16.2 

111.3 

19.7 

.8 

20.5 

392.9 

45.9 

438.8 

170.5 

22.0 

192.5 

325.8 

.8 

326.6 

76.0 

76.0 

11.1 

11.1 

69.3 

24.0 

93.3 

48.5 

.8 

49.3 

62.9 

.6 

63.5 

386.2 

42.6 

428.8 

6.9 

6.9 

2,477.0 

459.3 

2,936.3 

92.3 

5.2 

97.5 

99.1 

2.3 

101.4 

1,325.7 

256.0 

1,581.7 

8.7 

8.7 

2.9 

2.9 

148.1 

13.3 

161.4 

2.1 

2.1 

20.7 

20.7 

224.4 

11.5 

235.9 

76.1 

3.1 

79.2 

86.6 

15.8 

102.4 

836.5 

836.5 

27.2 

27.2 

35.5 

9.6 

45.1 

401.1 

820.2 

1,221.3 

25.3 

9.5 
1,878.1 

34.8 

8,173.0 

10,051.1 

STATE  TEACHERS'  RETIREMENT  SYSTEM 

Summary  of  Equipment  Utilization  by  Machine 

Fiscal  Year  1965  -  66 
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Equipment 

024-1  Keypunch 

024-2  Keypunch 

024-3  Keypunch 

056-1  Verifier 

056-2  Verifier 

082  Sorter 

085-1  Collator 

085-2  Collator 

408     Tabulator 

i 

514     Reproducer 

523     Punch 

552     Interpreter 

602/604  Calculator 

Total  Equipment  Hours 


Regular 

Overtime 

Total 

Hours 

Hours 

Hours 

64.2 

64.2 

1,165.1 

12.9 

1..178.0 

820.4 

18.1 

838.5 

560.7 

7.7 

568.4 

903.2 

22.1 

925.3 

782.0 

251.3 

1,033.3 

697.1 

215.3 

912.4 

543.3 

132.0 

675.3 

1,129.0 

383.0 

1,512.0 

372.8 

227.1 

599.9 

263.3 

200.1 

463.4 

334.7 

172.0 

506.7 

537.2 

236.5 

773.7 

8,173.0 

1,878.1 

10,051.1 
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Equipment 


STATE  TEACHERS'  RETIREMENT  SYSTEM 


Present  Data  Processing  Equipment  and  Personnel  Costs 


Annual 
Cost 


024  Keypunch 

029  Keypunch 

056  Verifier 

082  Sorter  (owned) 

085  Collator 

408  Tabulator 

514  Reproducer  (owned) 

523  Summary  Punch  (owned) 

552  Interpreter  (owned) 

604  Calculator 

Total  Annual  Equipment  Cost 


$    564 

828 

1,200 

3,420 
13,410 


3.540 


$22,962 


Personnel  (including  Benefits  at  lOyp) 
Operations  (6) 

Keypunch  (4) 

Total  Annual  Personnel  Cost 

Total  Annual  Equipment  and  Personnel  Costs 


$45,000 
22,000 


$67,000 
$89,962 
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STATE  TEACHERS'  RETIREMENT  SYSTEM 
Data  Processing  Equipment  Costs  -  STRS  Proposed  Configuration 


Machine 

Number  Description 

2030  Central  Processing  Unit 

3237  Decimal  Arithmetic 

4427  Floating  Point  Arithmetic 

4760  Interval  Timer 

6960  Selector  Channel 

7520  Storage  Protection 

7915  1051  Console  Attachment 

1051  Typewriter  Control  Unit 
3130  CPU  Attachment 

4410  1st  Punch  Attachment 

4411  1st  Reader  Attachment 

1052  Printer  Keyboard 

1442  Card  Read  Punch 

1532  Card  Image 

2821  Printer  Control  Unit 

1403  Printer 

2841  Storage  Control  Unit 

8079  2321  Attachment 

2311  Disk  Storage  Drive 

1316  Disk  Packs 

2321  Data  Cell  Drive 

2415  Tape  Drives 

3328  Data  Conversion 

7125  7-Track  Compatibility 

2848  Display  Control 

3357  Display  Adapter 

3857  Expansion  Unit 

5340  Non-Destruct ,  Cursor  Ctl. 

5341  Non-Destructive  Cursor 
7928  1053  Adapter 

2260  Display  Stations 

4766  Alphameric  Keyboard 

1053  Printer 

Total  Monthly  Computer  Equipment  Rental  Cost 


Monthly 
Rental 

$  3,875 
25 
50 
50 
215 
150 
75 

$    60 

10 

5 

10 


$ 

$ 

$ 
$ 
$ 


65 

525 
30 

600 

775 

525 
175 


$  1,150 
60 

$  2,800 


$ 

750 

45 

50 

$ 

420 

200 

45 

10 

5 

40 

$ 

120 

80 

$ 

50 

$13 

,045 

STATE    TEACHERS'    RETIREMENT   SYSTEM 


Data  Processing  Personnel  Costs  -  STRS  Proposed  Program 
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Position 


Projected 

Annual  Salary 

1970-71 


Data  Processing  Manager 

Associate  Data  Processing  Systems  Analyst 

EDP  Supervisor 

EDP  Supervisor 

Programmer  II 

Programmer  II 

Programmer  II 

Programmer  II 

Programmer  I 

Programmer  I 

Computer  Operations  Supervisor  II 

Senior  Computer  Operator 

Senior  Computer  Operator 

Computer  Operator 

Computer  Operator 

Computer  Operator 

Senior  Tabulating  Machine  Operator 

Senior  Tabulating  Machine  Operator 

Tabulating  Machine  Operator 

Keypunch  Supervisor  I 

Keypunch  Operator 

Keypunch  Operator 

Keypunch  Operator 

Keypunch  Operator 

Keypunch  Operator 

Intermediate  Typist 

Total  Salaries 

Employee  Benefits  -  107o 

Total  Annual  Personnel  Costs 


$13 

872 

11 

988 

12 

588 

11 

988 

10 

356 

9 

876 

9 

876 

9 

876 
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Exhibit  K 


STATE  TEACHERS'  RETIREMENT  SYSTEM 
Projected  Data  Processing  Personnel  Requirements 

Manager  (1)  $13,872 

Data  Processing  Systems  Analyst  (1)  11,988 

EDP  Supervisor  (1)  12,588 

Programmer  II  (3)  32,230 

Programmer  I  (2)  16,248 

Computer  Operations  Supervisor  (1)  10,356 

Computer  Operators  (3)  22,356 

Tabulating  Operators  (1)  7,020 

Keypunch  Supervisor  (1)  6,216 

Keypunch  Operators  (5)  27,480 

Intermediate  Typist  (1)  5,232 

Total  Annual  Salaries  (20)  $165,586 

Employee  Benefits  (10%)  16,558 

Total  Annual  Personnel  Costs  $182,144 


STATE  TEACHERS'  RETIREMENT  SYSTEM 
REPORTING  SYSTEM 


EXHIBIT  L 
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GEN. 

FUND 


RETIREMENT  FUND 


VOLUME  & 

PERFORMANCE 

STATISTICS 


Financial 
Statements 
Gen.    Fund 


ACTUARIAL 

VALUATION 

RECORDS 


Monthly 
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CONTROLS 
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RETIREMENT 
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Statements 

Retirement 
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Exhibit  M 


STATE  TEACHERS'  RETIREMENT  SYSTEM 
Projected  Cost  Increases  -  Proposed  Improvement  Program 
(Expanded  from  Existing  Staff  Levels) 


Description 

ganization 

Management  Positions 

Division  Chief 
External  Relations  Officer 
Field  Representative 
Verifications  Section 
Supervisor 

Data  Processing  Positions 

EDP  Systems  Analyst 
Programmer 
Keypunch  Operators 

Clerical  Positions 

Verifications  Staff 
Roster  File  Operation 
File  Control  and  Assembly 
Contributions  Section 

ta  Processing  Installation 

Equipment 

Computer  System 
Tabulating  Equipment 
Reduction  (Present  Equipment) 

Conversion  Costs 

File  Purification 

Freight 

Site  Preparation 

Office  Equipment 

Computer  Test  Time 

Travel 

Miscellaneous 


1967-68 


1968-69 


1969-70 


1970-71 


1971-72 


$  15,000 
14,000 
12,000 


12,000 


11,000 
8,000 


(2) 


15,000 
14,000 
12,000 

12,000 


11,000 
16,000 


(2) 
(2) 


16,000 
15,000 
13,000 

13,000 


12,000 
18,000 
12,000 


(2) 
(3) 


16,000 
15,000 
13,000 


13.000 


12,000 
18,000  (2) 
16,000  (3) 


17,000 
16,000 
13,000 


14.000 


13  000 
20.000 
17.000 


(3)  16,000  (5)  30,000  (5)  30,000  (5)  33,000  (5)  33,000 

(2)  11,000  (2)  11,000  (2)  12,000  (2)  12,000  (2)  13,000 

(2)  11,000  (2)  11,000  (2)  12,000  (2)  12,000  (2)  12,000 

(3)  18,000  (8)  48,000  (6)  35,000 


20,000 


20,000 
5,000 
5,000 
3,000 
4,000 
4,000 

15,000 


130,000 
5,000 
(20,000) 


5,000 


130,000 
5,000 
(25,000) 


150,000 
5,000 
(25,000) 


tal  Additional  Program  Costs 


$  130,000 


188,000 


291,000 


318,000    333,000 
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